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PREFACE 
(By Senator Mike Mansfield, Chairman) 


This is the final report of the Subcommittee on Technical Assist- 
ance which was created pursuant to the terms of Senate Resolution 
214 (83d Cong.), as amended by Senate Resolutions 35, 133; and 162 
(84th Cong.). The Committee on Foreign Relations on January 
23, 1957, authorized the filing of this report. The filing of the final 
report was delayed pending completion of additional preliminary 
reports. 

Dura the subcommittee’s period of activity, the following reports 
and studies have been made available to the Senate: 


Senate Report 1956: May 7, 1956. 

Committee print, Development of Technical Assistance Programs: 
Background Information and Documents, November 22, 1954. 

Staff Study No. 1, Multilateral Technical Assistance Programs, 
March 29, 1955. 

Staff Study No. 2, Organization and Administration of Technical 
Assistance Programs, April 1955. 

Staff Study No. 3, Soviet Technical Assistance in Non-Communist 
Asia, June 10, 1955. 

Staff Study No. 4, Summary of Reports of American Citizens Abroad 
on Technical Assistance Programs, December 22, 1955. 

Staff Study No. 5, Government Utilization of Private Agencies in 
Technical Assistance, January 9, 1956. 

Staff Study No. 6, Economic Development in India and Communist 
China, June 2, 1956. 

Staff Study No. 7, Soviet Technical Assistance, July 12, 1956. 

Staff Study No. 8, Development Programs in Africa South of the 
Sahara, November 23, 1956. 

Technical Assistance in the Far East, South Asia, and the Middle 
East, report of Senator Theodore Francis Green on a study mission, 
January 13, 1956. 

Economic Aid and Technical Assistance in Africa, report of Senator 
Theodore Francis Green on a study mission, February 21, 1957. 

Technical Cooperation in the Andes Countries of South America, 
report of Senator Mike Mansfield and Senator Bourke B. Hicken- 
looper, March 1957. 

In addition to the submission of these reports, the subcommittee 
has printed the following hearings: 

Hearings, February 17, 18, 21, and 23, March 2, 3, 4, 1955, part 1. 

Hearings, January 23, 1956, part 2. 

On behalf of the subcommittee I wish to express its deep apprecia- 
to the members of the staff for their able assistance. Mr. Pat M. 
Holt served as staff director and was responsible for the overall guid- 
ance of the staff. His counsel was always timely and his advice sound. 
Mr. Francis Valeo, who was detailed to the subcommittee from the 
Library of Congress, served as the principal assistant to Mr. Holt 
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and gave the subcommittee much needed assistance. His ideas and 
judgment were of great value to the subcommittee. The subcom- 
mittee was also assisted in its work by Mr. Alwyn Freeman, of the 
Foreign Relations Committee staff, who prepared one of the staff 
studies and who accompanied several Senators on visits to technical- 
assistance installations. Another staff study was prepared by Miss 
Morella Hansen, of the staff. of. the Committee on Foreign Relations. 
Miss Hansen was invaluable in the assistance she gave the sub- 
committee in the collection of background material. In addition, 
special. studies were prepared by Mr. Dudley Ball, Dr. Sergius 
Yakobson, Mr. J. Clement Lapp, and others of the Legislative Refer- 
ence Service of the Library of Congress. Each of these individuals 
deserves great credit for his help. I also wish to extend the sub- 
committee’s thanks to members of the staff of the full Committee on 
Foreign Relations who, under the capable guidance and direction of 
Carl Marcy, chief of staff, made themselves available at all times to 
help the subcommittee in its work. To all those mentioned the sub- 
committee is deeply indebted for the cooperation and guidance so 
freely given. 
Marcu 5, 1957. 
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TECHNICAL ASSISTANCE 


MARCH 12 (legislative day, Marcu 2), 1957.—Ordered to be printed with 
illustrations 


Mr. MansFIELp, from the Committee on Foreign Relations, submitted 
the following 


FINAL REPORT 


[Pursuant to S. Res. 214, 83d Cong., and 8. Res. 36, 8. Res. 133, and 8. Res. 162, 
84th Cong.] 


I. InrTRopuUcTION 


The Committee on Foreign Relations herewith transmits to the 
Senate the final report of the Subcommittee on Technical. Assistance 
Programs, created pursuant to Senate Resolution 214 of the 83d 
Congress, agreed to July 6, 1954. This final report is supplementary 
to the report of the subcommittee transmitted to the Senate May 7, 
1956 (S. Rept. 1956, 84th Cong.). 

In that report, the subcommittee said: 


In the coming year, the subcommittee intends to give 
particular attention to Latin America, to Africa, and to the 
organization of the State Department and the International 
Cooperation Administration for the administration. of 
technical assistance. Except for these three items, the 
subcommittee regards its work as substantially complete 
with the submission of this report. 


Since that report was filed, members of the subcommittee, as well 
as members of the staff, have conducted further studies of Latin 
America and Africa and have made on-the-spot observations in 
selected countries. During the same period, the Senate has under- 
taken a much broader study of foreign aid in general through the 
Special Committee To Study the Foreign Aid Program, created 
pursuant to Senate Resolution 285 of the 84th Congress, agreed to 
July 11, 1956. In order to avoid duplication, the Subcommittee on 
Technical Assistance Programs has accordingly limited itself to a study 
of technical assistance as such in Latin America and Africa and, to 
some further observation of the United Nations technical, assistance 
program. The subcommittee has not further considered the organ- 
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ization of the State Department and the International Cooperation 
Administration for the administration of technical assistance. That 
question is being dealt with by the special committee. 


II. Summary or FINDINGS AND RECOMMENDATIONS 


As to Latin America 


1. On the whole, the technical assistance program in Latin America 
is worth continuing at approximately its present level. 

2. Within the limits imposed by political considerations, the pro- 
gram’s administrators should seek to bring about a change in emphasis 
so that more attention is given to the problem of general resources 
management. This problem encompasses not only public adminis- 
tration but also the field of public policymaking and particularly the 
relationship of one policy to another so that the whole is consistent. 

3. Within the United States Government, there are policy incon- 
sistencies and unresolved policy questions as between technical 
assistance and surplus agricultural commodity disposal programs. 
The question of the uses and control of foreign currency accruing 
from surplus disposal can be expected to become increasingly urgent. 
These are matters which go beyond the technical assistance program 
as such and should be considered in the broader context of the overall 
foreign aid study now in progress by the Special Committee To 
Study the Foreign Aid Program. 

4. There is a tendency for the United States to continue to carry 
out technical assistance projects after they have passed from the 
demonstrational to the operational stage. This is due in part to 
the reluctance of local governments to accept full responsibility for 
operation of the projects. United States administrators should adopt 
a firmer attitude in regard to insisting upon local assumption of re- 
sponsibility. 

5. Latin American cultural attitudes are gradually and slowly 
changing under the impact of technical assistance, but there are some 
ge that raise questions as to whether (a) technical assistance is 
in fact going to the people who need help most, and (6) technical 
assistance is stimulating demands faster than they can be satisfied. 

6. Technical assistance in the field of labor—particularly as it 
relates to industrial productivity—could well be expanded substan- 
tially, primarily through an increase in the number of labor leaders 
brought to the United States on training grants. 

7. Within the limits of available facilities and administrative capac- 
ity, maximum possible use should be made of the technical assistance 
training center in Puerto Rico. 


As to Africa 


1. The United States should be prepared to increase substantially 
its technical assistance programs in Africa, within the limits of gach 
country’s absorptive capacity and provided appropriate arrangements 
can be worked out with the other government concerned. 

2. One of the greatest needs is help for newly independent states in 
public administration and resource utilization. In these fields, multi- 
lateral aid from the United Nations is likely to be more effective than 
bilateral aid from any single country. 

3. Although United States strategic, political, and economic inter- 
ests in Africa are great and increasing, development of dependent 





a 





TECHNICAL ASSISTANCE 3 


territories is primarily the responsibility of the metropolitan govern- 
ment and the peoples of those territories. 


As to multilateral programs 


i. The United States should continue its support of the technical 
assistance program of the Organization of American States. 

2. Congress should reconsider the proviso of the Mutual Security 
Appropriation Act, 1957, which limits United States contributions to 
the United Nations technical assistance program to one-third of the 
total in 1958. 

Ill. Latin Amprica 


A. SCOPE AND EMPHASIS 


The technical assistance program of the United States had its genesis 
in Latin America, where concerted technical assistance activities were 
begun in the early 1940’s, in most cases with the immediate purpose 
of increasing the production of strategic or critical materials needed 
for World War II. Siace that time, technical assistance has been 
carried on continuously in Latin America; and, with few exceptions, 
it has not been mixed with economic assistance. 

For the first 10 years, however, the program was very small. It 
has roughly quintupled since 1951, and currently amounts to about 
$30 million a year. ‘This is between one-fifth and one-fourth of world- 
wide bilateral technical assistance expenditures. The typical country 
program in Latin America amounts to 1 or 2 million dollars a year. 

This is, on the whole, money well spent. Individual projects by 
and large seem to be technically sound and well administered. Many 
of them have been highly successful, not only in the technical sense of 
improving standards of living and promoting economic development 
but, also in the broader sense of encouraging United States trade, 
increasing opportunities for private investment, and improving United 
States political relations. 

So far as appropriations are concerned, the subcommittee recom- 
mends that the program be continued at approximately its present 
level. A substantial curtailment would have unfavorable political 
and economic repercussions disproportionate to the amount of money 
involved and would reduce the possibilities of productive work in the 
future. A substantial increase likewise seems to be unwarranted. 
The program has already grown so rapidly as virtually to outrun the 
resources of personnel available to it. Some slight net increase may 
be necessary to meet the dollar costs of effectively utilizing foreign 
currencies which are accruing from surplus commodity sales and to 
carry out the subcommittee’s recommendation for increasing the labor 
exchange program. Most, if not all, of these increases can be offset. 
however, by savings in other fields. 

Within the general size of the program as it now exists, the subcom- 
mittee recommends a considerable but gradual change in emphasis. 
Although most of the individual technical assistance projects in Latin 
America are good and worthwhile in themselves, many of them fall 
short of full effectiveness because collectively they fail to meet the 
basic needs of the recipient countries. These basic needs lie in the 
field of general resources management—that is, the general formula- 
tion of the economic policies of a government. 
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Kor example, in one country technical assistance increased agricul 
tural production, but government price ceilings provided an incentive 
for agricultural commodities to be smuggled out of the country. In 
another country, technical assistance improved dairy herds, but 
government-fixed price relationships were such that dairy cattle were 
slaughtered for beef. In other countries, technical assistance has been 
spectacularly successful in improving public health, but there has 
been little, if anything, done to take advantage of the resulting 
increase in productive manpower. 

These are perhaps extreme cases. The technical assistance program 
has not ignored this field entirely, but in general its activities in 
these areas have been limited both as to time and scope. The problem 
is, of course, a sensitive one for the United States to try to deal with. 
It goes to the heart of a country’s sovereign prerogatives and must 
be approached with the utmost discretion. It may be inadvisable, 
as a practical matter, to try to do more than has already been done. 
On the other hand, it may be possible, through tactful means, to do 
considerably more. Perhaps a multilateral approach through the 
United Nations or the Organization of American States would be the 
most fruitful. The point here is to emphasize the limitations under 
which other technical assistance projects must operate so long as this 
gap exists in the field of general resources management. Pendin 
further advances in this field, some projects might well be curtailed 
or eliminated. 

B. LOCAL RESPONSIBILITY 


In this group are two categories of projects: (1) those which are 
matured and should be taken over by the host country, and (2) those 
which, in the absence of correlary action, may tend in the long run 
to exacerbate existing social and economic strains. 

The first category involves a principle of technical assistance more 
important than money. The principle is simply that when a project 
passes from the demonstrational to the operational stage, it should be 
turned over completely to the host government. The money is small, 
because in most cases in projects of this category, the host govern- 
ment is already paying most—and in at least one instance all—of the 
cost. The problem is not only how to recognize the moment at which 
a project should be transferred but also how to bring about the 
transfer. 

The typical organizational instrument for carrying on technical 
assistance programs in Latin America is the servicio, an agency which 
is jointly financed and administered by the U nited States and the 
recipient country. In theory, the servicio is a continuing body, 
which initiates projects, carries them through the demonstration 
stage, and then turns the operations over to the appropriate ministry— 
health, agriculture, education, and so on, as the case may be—of the 
local government. The servicio is then free to devote its resources to 
developing new projects. 

In fact, however, this theory frequently breaks down at the point 
of transfer from the servicio to the loca government. This break- 
down is due only in part to the reluctance of American officials to 
withdraw from the projects in question. It is due primarily to the 
reluctance of the Latin Americans themselves, both those in the local 
governments and in the servicios. 
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This reluctance is not entirely without foundation in experience 
with those projects which have been turned over to local governments. 
Usually, in these cases, there has been some deterioration, in terms of 
equipment maintenance, administration, personnel policies, or finan- 
cial support. Even though American participation may be only a 
small fraction of a servicio’s total budget, this does provide & measure 
of protection from the variable local political winds. 

On the other hand, however, the difficulties which have generally 
beset programs turned back to local governments have rarely been 
fatal. In most cases, the programs have survived and have continued 
under local guidance to make their contribution to the development 
of the country in question. 

The question of timing is important—one can err in transferring 
a project prematurely as well as in postponing its transfer too long. 
On the basis of its observations, the subcommittee thinks it is the 
latter error which is much more common. 

The subcommittee recommends that American administrators, 
both in Washington and in the field, take a considerably firmer atti- 
tude on this point and insist that local governments assume a larger 
degree of responsibility. This recommendation is directed to respon- 
sibility for administration and policymaking rather than to financial 
contributions. Indeed, in most of the projects which appear ready 
for transfer, the local government is already contributing the over- 
whelming proportion of the financial costs. In many of these cases, 
also, local nationals are entirely—or almost entirely—responsible for 
operations. The only thing that is lacking is the shift of the project 
from the umbrella of the servicio to the appropriate ministry of the 
recipient country. 

Even though this shift may result in some temporary deterioration 
in the case of particular projects, it should nonetheless be pressed at 
the appropriate time in each case. Otherwise, there is no end to 
American involvement in the project. Further, if one waits until one 
has insurance against any deterioration in the project, one will wait 
forever. Governments, like individuals, learn by making mistakes; 
if a government is to grow in self-confidence and administrative skill, 
it must have the opportunity to make mistakes. 

Finally, in this connection, it must also be said that the subcom- 
mittee has observed some instances of projects which, although 
formally requested by the other government, were primarily insti- 
ot by ICA and were received with a notable lack of enthusiasm. 

he subcommittee is disturbed that it is necessary to emphasize 
what should be obvious—namely, that other governments should not 
be high pressured to accept aid. 


C. SOCIAL, ECONOMIC, AND POLITICAL IMPACT 


The impact of technical assistance in Latin America takes three 
orms: 

(1) The localized, relatively immediate impact upon living stand- 
ards. This can usually be observed in a few years, and it is particu- 
larly dramatic in the case of some public health programs. 

(2) The somewhat more indirect, but still clearly traceable, effect 
on trade and investment. Demonstration projects in the use of 
insecticides and fungicides in Peru, for example, increased demand so 
much that two United States companies installed mixing plants. A 
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technical assistance project in ground-water development was followed 
by the entrance of a United States-owned well-drilling company. 
And technical assistance projects in agriculture have resulted in 
increased sales of American farm equipment. 

(3) The still more indirect, less discernible sociocultural changes 
which inevitably accompany economic development. It is this aspect 
of the technical assistance program which bas been least well thought 
through. It is a long-term aspect which frequently conflicts with 
short-term objectives. 

Some Latin American technical assistance projects raise questions 
as to whether (a) technical assistance is in fact going to the people 
who need help most, and (5) technical assistance is stimulating de- 
mands faster than they can be satisfied. In some countries, for 
example, farm extension projects tend to concentrate on big and 
medium-sized farmers to the relative neglect of small farmers and the 
almost total exclusion of landless peasants and farm laborers. Big 
farmers are easier to reach, and results can be achieved more quickly. 
From a strictly economic point of view, this may be a sound approach; 
but its long-term nolitioes. implications are rather disturbing, particu- 
larly in a country where land reform is the subject of political agitation. 
To some extent the United States may be contributing to future 
unrest by perpetuating, or even intensifying, the stresses which have 
developed in the existing social structure. 

There is likewise some evidence that technical assistance may be 
stimulating demands faster than they can be satisfied by a country’s 
economy. A prominent American businessman in one booming South 
American capital said that ‘‘point 4 is doing almost too good a job.” 
He went on to explain that, in part as a result of technical assistance, 
people want more than the country’s economy can supply. In another 
country, there has also been some frustration among farmers who have 
seen better seeds demonstrated and who are unable to procure them. 

One of the most important, and encouraging, changes noticeable in 
Latin America is the growth of the idea of self-help through either 
community or individual action. This notion is still far from uni- 
versal, but it can be detected in a self-help housing project in Santiago, 
in the Rockefeller-sponsored supervised rural credit and extension 
program in Minas Gerais, Brazil, in the Chincha irrigation project: in 
Peru, and elsewhere. 

Also, despite some initial cultural resistance, new ideas and tech- 
niques are taking hold. Many examples could be cited—universities 
which have instituted the short-course method; businessmen who have 
adopted the gospel of productivity; and Andean Indians. who want 
their children, even their daughters, to go to school. 


D. PRODUCTIVITY AND LABOR 


It is typical of many Latin American countries that a large per- 
centage of the population is concentrated in the capital city, and 
perhaps 1 or 2 other cities, with the remainder scattered throughout 
the country. There has traditionally been a considerable cultural 
and economic gap between these urban and rural groups. 

The burgeoning industrialization which has come to many of these 
countries in recent years has brought with it many new problems of 
urbanization and of the movement of people from the country to the 
city.. Many of these problems are susceptible to technical assistance, 
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and the technical assistance program has given them some attention. 
American advisers are working with the housing corporation in Co- 
lombia; an employment service has been started in Peru; there isan 
industrial productivity project in Chile; there is technical assistance 
in business administration and in on-the-job training im Brazil. | In 
general, these Proiects appear to be successful. 

Industrial efficiency, however, is a doctrine which must be embraced 
by labor as well as management. It seems to the subcommittee that 
such projects as it was able to observe in Latin America put dispro- 
portionate stress on management and too little on labor. This is not 
to say that the work with management should be curtailed, but rather 
that the work with labor should be increased. 

To the extent that labor activities exist, they usually take the form 
primarily of sending labor leaders to the United States under the ex- 
change of persons program. This activity should be substantially 
expanded. It is greatly in the interests of the United States that the 
developing labor movement in Latin America should be led by people 
who understand how a democratic union operates, what it can ac- 
complish, and particularly that increased productivity benefits labor 
as well as management. 


E. PUERTO RICAN TRAINING CENTER 


The technical assistance training center in Puerto Rico deserves a 
brief comment. This center, which is financed jointly by ICA and the 
Commonwealth government of Puerto Rico, has been in operation 
since 1950. It provides technical training to increasing numbers of 
foreign students (in 1955, about 800), of whom about three-quarters 
are from Latin America and the balance from Africa, Asia, and the 
Middle East. 

This operation has many advantages. Puerto Rico has many of 
the same economic problems as underdeveloped countries generally. 
With help from the United States, but very largely by its own efforts, 
it has made marked economic, social, and political progress, par- 
ticularly in recent years. It offers a vivid demonstration of what 
ean be done through local initiative. Further, the island’s culture 
and economic problems are relevant to trainees from underdeveloped 
countries, particularly those of Latin America and the language is 
Spanish. In these respects, Puerto Rico offers many advantages over 
the continental United States as a training center for ICA exchangees. 

A further advantage is that Puerto Rico is something of a showcase 
for American policy toward dependent areas. Since 1952, the island 
has been fully self-governing. Puerto Ricans themselves are largely 
responsible for the nature of their relationship with the United States. 

Fullest possible utilization of the training facilities in Puerto Rico 
should continue to be made by ICA. The University of Puerto Rico 
and the vocational schools on the island could probably absorb an 
increased number of exchangees. Housing conditions for students in 
San Juan, however, are tight, and the administrative structure for 
the training program appears to be taxed to the utmost. 

Consideration should be given to a wider utilization of Puerto 
Rican technicians in ICA missions abroad, particularly in Latin 
America. Although the supply of skilled personnel in the island is 
limited and the internal demand is great, it may be possible to recruit 
or even to train an increased number of specialists in Puerto Rico, 
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pechepe through special arrangements with the University or the 
uerto Rican government for service in other countries. 

Finally, consideration should be given to establishing a regular 
program of orientation of mainland technicians in Puerto Rico prior 
to their assignment to missions abroad, especially in Latin America. 
Such training, even if it is of relatively short duration, should prove 
of great value. The technicians would familiarize themselves in 
advance with technical problems similar to those which they are likely 
to encounter at the post of assignment. At the same time, for those 
with little or no experience in living abroad, a short residence in Puerto 
= would provide a halfway point in the adjustment to foreign 
cultures. 


IV. ArrRica 


This report deals with Africa exclusive of Egypt and the Union of 
South Africa. In every respect except geography, Egypt is Middle 
Eastern rather than African, and the subcommittee’s findings with 
respect to technical assistance in Egypt are reflected in its earlier 
report. There is no technical assistance program in the Union of 
South Africa, nor does the subcommittee see any occasion for one. 

Taken as a whole, Africa is probably the world’s most under- 
developed continent, but it also has some of the world’s greatest 
natural resources. 

Politically, the continent is changing rapidly. Four new states— 
Libya, Sudan, Tunisia, and Morocco—have come into existence since 
World War II, the last three within the space of a year. The Gold 
Coast will become the new state of Ghana in March 1957. Somali- 
land, now a U. N. trust territory under Italian administration, is to 
become independent in 1960. Other dependent territories are making 
rapid political progress, and the process of new state formation may 
be expected to continue. 

This process, which is to be welcomed most cordially, will accelerate 
the need as well as the opportunities for technical assistance. It is 
important, both to the United States and to the free world at large, 
that the emerging independent governments of Africa succeed in 
meeting the aspirations of their peoples. These aspirations have 
hitherto been largely political; but as the political goals are achieved 
through independence, the drive for economic and social advancement 
becomes more intensive. 

By no means the least of the new needs for technical assistance is 
im the broad field of public administration, the day-to-day tasks of 
managing a government and making it work. This is a field in which 
nationalist sensitivity is acute and in which multilateral assistance 
tends to be more acceptable than bilateral aid. It is a field, in short, 
in which more is likely to be accomplished through the United Nations 
than by the United States acting alone. 

Both the U. N. and the United States have hitherto devoted rela- 
tively small percentages of their total technical assistance programs 
to Africa. For the entire continent, outside Egypt, the U. N. pro- 

am has amounted to $1.4 million or $1.5 million a year and the 

nited States program has been in the range of $8 million to $10 
million. 

These figures do not, however, reflect the total amount of outside 
assistance which has been available to Africa. The overwhelming 
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preponderance of such assistance has been supplied by the European 
countries responsible for African dependent territories—chiefly the 
United Kingdom, France, and Belgium. 

Considerable amounts of this assistance can be expected to con- 
tinue, but, again for reasons of nationalist sensitivity, it will probably 
not be as acceptable as aid from multilateral or third country sources. 

Of the independent states of Africa, other than Egypt, only 
Ethiopia, Liberia, and Libya have United States technical assistance 
programs of significant size. In Ethiopia and Liberia, the programs 
are well established. They should be continued and strengthened as 
the occasion warrants. In Libya, the situation is complicated by a 
paucity of resources, by an acute shortage of trained administrative 
and professional personnel, by the concurrent existence of military and 
economic assistance, by administrative difficulties arising from the 
constitutional division of the country between Tripoli and Cyrenaica, 
and by United States strategic interests in the airbase at Wheelus 
Field. The overall aid program in Libya needs a thorough-going 
review within the executive branch. 

Elsewhere in Africa, again excepting Egypt, the United States 
should be prepared to increase substantially its technical assistance 
programs, within the limits of each country’s absorptive capacity, 
provided appropriate arrangements can be worked out with the 
government concerned. This proviso is important. The United 
States should stand ready to consider sympathetically requests for 
technical assistance, but it should not put itself in the position of try- 
ing to peddle such assistance or of trying to force it upon countries 
which do not want it. 

This problem is complicated in the case of dependent territories by 
the fact that the United States must of necessity deal through the 
metropolitan government, Since the beginning of the Marshall plan, 
relatively small amounts of technical and other assistance, measured 
usually in hundreds of thousands of dollars a year, have been channeled 
through European countries into dependent African territories. 

These territories are the responsibility of the metropolitan govern- 
ments, and it is to these governments that the people of the territories 
should primarily look for assistance. At the same time, it must be 
recognized that a developing Africa, in an atmosphere of tranquillity, 
is very nearly as much in the interests of the United States as of the 
European powers who are somewhat more directly concerned. 

How this situation can be met is perhaps best left to ad hoe nego- 
tiations in each individual case. 


V. MULTILATERAL PROGRAMS 
A. ORGANIZATION OF AMERICAN STATES 


The Organization of American States conducts a small multilateral 
technical assistance program which involves expenditures of approxi- 
mately $1.8 million a year. Of this amount the United States con- 
tributes approximately $1.2 million, or 70 percent of the total. 

The OAS program consists entirely of regional training centers, 
such as the Inter-American Housing Center in Bogota, the Inter- 
American Rural Normal School at Rubio, Venezuela, and the Inter- 
American Training Center for Economic and Financial Statistics at 
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Santiago. The host government normally provides the land and 
buildings for the centers, as well as, in some cases, a part of the staff. 
The OAS also cooperates with ICA in a number of projects. OAS 
has supplied a teacher to the Piedras Blancas Forestry Experiment 
Station in Medellin, Colombia, for example, and other Latin American 
countries are sending students there under OAS sponsorship. 

The OAS program seems generally to be well thought of in Latin 
America, and the OAS projects which the subcommittee had an 
opportunity to inspect appear on the whole to be well conceived and 
well administered. 

The subcommittee recommends that the United States continue 
to participate in and support the OAS program. The subcommittee 
hopes that it will be possible to reduce somewhat the percentage of 
the United States contribution without impairing the program’s 
activities. In this connection, however, it should be borne in mind 
that host countries to OAS projects give these projects a very consid- 
erable measure of support which is not reflected in the program’s 
central fund. 


B. UNITED NATIONS 


In its report of May 1956, the subcommittee said: 


The subcommittee believes that the United States should 
continue to support the U. N. [technical assistance] pro- 
gram. An increase in the absolute amount of the United 
States contribution to that program might be justified, if the 
President and Congress so determined, provided that other 
countries also increased their contributions and that the 
United States contribution did not increase percentagewise 
from its present level of approximately 50 percent. Jn time 
this percentage might be reduced still further,. but precipitous 
action to this end should not be taken. {Emphasis supplied.] 


In the Mutual Security Appropriation Act, 1957, Congress provided 
that the United States contribution to the U. N. program for 1958 
should not exceed 33.33 percent of the total. The subcommittee 
recommends that this proviso be reconsidered. 

The United States contribution in 1956 was approximately 50 per- 
cent. In 1957, it will be approximately 47 percent. In 1958, it 
should be possible to reduce it still further, but a cut from 47 percent to 
33.33 percent in 1 year would inevitably have deleterious effects on the 
program. 

The subcommittee also suggests that Congress give consideration 
to the desirability of making a portion of the United States contri- 
bution in the form of foreign currencies owned by the United States. 
Many of these currencies which have been accumulating rapidly as a 
result of the sale abroad of United States agricultural surplus would 
be readily usable by the U. N. program; but, although they represent. 
assets of the United States, they are not easily spendable by the United 
States and, in some cases, they are subject to erosion by inflation. 

By using foreign currencies in this manner, it might be possible to 
save on our dollar contribution without seriously crippling the U, N. 
program. 
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FINANCIAL STATEMENT 


Senate Resolution 214 of the 83d Congress, agreed to July 6, 1954, 
created the subcommittee and authorized expenses, through January 
31, 1955, of $40,000. Actual expenses in this period amounted to 
$2,205.41. 

Senate Resolution 36 of the 84th Congress, agreed to February 5, 
1955, extended the subcommittee an additional year, to January 31, 
1956, and authorized expenditures of $24,000. On July 29, 1955, 
Senate Resolution 133 made an additional $15,000 available. Under 
these resolutions, the subcommittee’s expenses were $15,537.29. 

Senate Resolution 162 of the 84th Congress, agreed to February 8, 
1956, authorized expenditures of $27,000 by the subcommittee through 
January 31, 1957. The subcommittee’s expenditures from these 
funds were $9,483.57, with a few items still outstanding. 

The subcommittee’s total expenditures from the contingent fund 
of the Senate were $27,226.27. 
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FOREWORD 


The Committee on Foreign Relations on April 30, 1956, author- 
ized the transmittal to the Senate of a report of its Subcommittee on 
Techuical Assistance Programs created pursuant to the terms of 
Senate Resolution 214 (83d Cong.), as amended by Senate Resolu- 
tions 36, 133, and 162 (84th Cong.). 
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841H CONGRESS t SENATE { Reporr 
2d Session No. 1956 


TECHNICAL ASSISTANCE AND RELATED PROGRAMS 
May 7, 1956.—Ordered to be printed, with an illustration 


Mr. MaAnsFIEtp, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[Pursuant to 8. Res. 214 83d Cong., and S. Res. 36, 8. Res. 133, and 8. Res. 
162, 84th Cong.] 


I. InrRopuUcTION 
A. BACKGROUND 


Senate Resolution 214 of the 83d Congress, agreed to July 6, 1954, 
directed a subcommittee of the Committee on Foreign Relations “to 
make a full and complete study of technical assistance and related 
programs.” ‘The resolution provided that the subcommittee was to 
be composed of 6 members chosen equally from both parties by the 
chairman of the Foreign Relations Committee and 2 other Senators, 
not members of the Foreign Relations Committee and not of the same 
political party, chosen by the President of the Senate. i 

Without limiting the scope of its study, the subcommittee was 
directed to give particular attention to the following matters: 

1. The general level of authorizations of funds for the future to enable the 
programs efficiently to achieve their purposes; 

2. The relationships between the technical assistance programs of the United 
Nations and of the Organization of American States and those conducted by the 
United States; 

3. The coordination of United States agencies in operations within and outside 
the United States; 

4. The extent to which the programs have been able to utilize private agencies 
in achieving their pespares: 

5. The degree of self-help and mutual assistance available in countries receiving 
technical assistance; 

6. The relationship between technical assistance, economic aid, and military 
assistance; and 

7. The effectiveness of the administration of the programs in advancing the 
foreign policy of the United States. 


The resolution directed the Committee on Foreign Relations to 
transmit to the Senate not later than January 31, 1955, the results of 
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the study together with such recommendations as might be found 
desirable. Expenses of $40,000 were authorized. 

Under this authority, the subcommittee’s expenses through January 
31, 1955, amounted to $2,205.41, and at that time the unexpended 
balance lapsed. 

On February 4, 1955, the Senate agreed to Senate Resolution 36 
of the 84th Congress authorizing subcommittee expenditures through 
January 31, 1956, of $24,000. Additional funds to the extent of 
$15,000 were made available by Senate Resolution 133, agreed to 
July 29, 1955. 

nder this authority, the subcommittee’s expenses were $15,537.29. 

Thus, through the end of January 1956, the subcommittee had 
spent a total of $17,752.70 and had allowed an unexpended balance of 
$61,247.30 to lapse. 

On February 8, 1956, the Senate agreed to Senate Resolution 162 
of the 84th Congress making $27,000 available to the subcommittee 
through January 31, 1957. In the coming year, the subcommittee 
se Bes 8 to give particular attention to Latin America, to Africa, and 
to the organization of the State Department and the International 
Cooperation Administration for the administration of technical 
assistance. Except for these three items, the subcommittee regards 
its work as substantially complete with the submission of this report. 

On August 11, 1954, Senator Alexander Wiley as chairman of the 
Foreign Relations Committee appointed the following members of the 
committee to serve on the subcommittee: 

Senator Hickenlooper, chairman, and Senators Aiken, Capehart, 
Green, Fulbright, and Mansfield. 

Subsequently, the Vice President appointed Senators Kennedy and 
Goldwater from the Senate at large. 

In January 1955, Senator Mansfield became chairman. 


B. SUBCOMMITTEE ACTION 


During the fall of 1954, various basic studies were undertaken by the 
staff of the subcommittee, and in addition the subcommittee solicited 
the confidential views of the chiefs of American diplomatic missions 
and of private American businessmen and journalists in countries 
receiving technical assistance. The replies of these American citizens 
residing abroad were most helpful to the subcommittee, and it expresses 
its deep appreciation for their splendid cooperation. 

In the winter and spring of 1955, the subcommittee held a series of 
public hearings and executive sessions in Washington and received 
testimony not only from various officials of the executive branch con- 
cerned with technical assistance but also from many representatives of 
interested organizations and from individuals with special competence 
in the field. 

During the late summer and fall of 1955, the subcommittee followed 
up its work in Washington with field studies in the Far East, South 
Asia, the Middle East, Europe, Central America, and the Caribbean. 
Senator Mansfield reported to the subcommittee on Vietnam, Laos, 
and Cambodia, on Central America, and on the industrial productivity 
oe in Europe. Senator Green studied the program in the Far 

ast, South Asia, and the Middle East; Senator Capehart in Turke 
and southern Europe; and Senator Goldwater in Egypt and Israel. 
Staff members made special reports on the Caribbean. 
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In January 1956, the subcommittee held further hearings to discuss 
roblems of organization and administration with officials of the State 
epartment and the International Cooperation Administration. 

he subcommittee’s publications to date, all in the form of commit- 

tee prints are: 

Development of Technical Assistance Programs. Background 
information and documents. November 22, 1954. 

Hearings. February 17—March 4, 1955. 

Staff Study No. 1. Multilateral Technical Assistance Programs. 
March 11, 1955. 

Staff Study No. 2. Organization and Administration of Techni- 
cal Assistance Programs. April 8, 1955. 

Staff Study No. 3. Soviet Technical Assistance in Non- 
Communist Asia. June 10, 1955. 

Staff Study No. 4. Summary of Reports of American Citizens 
Abroad on Technical Assistance Programs. December 22, 
1955. 

Staff Study No. 5. Government Utilization of Private Agencies 
in Technical Assistance. January 9, 1955. 

Technical Assistance in the Far East, South Asia, and Middle 
East. Report of Senator Theodore Francis Green on a study 
mission. January 13, 1955. 

The subcommittee has necessarily been concerned with economic 
aid as well as with technical assistance because of the close relation- 
ship between these two parts of our foreign policy. But the subcom- 
mittee has construed its terms of reference rather strictly and has not 
made a thorough study of economic aid. Such a study may sub- 
sequently become desirable. 

he subcommittee has likewise not directed its attention to the 

problems and potentialities of technical assistance in the field of 
atomic energy. This is a program which has very wide ramifications, 
but it is still in its infancy and is under the continuing jurisdiction of 
the Joint Committee on Atomic Energy. 


II. Summary or FinpInGs AND RECOMMENDATIONS 


1. The economic development of underdeveloped countries is in the 
interests of the United States if it proceeds within the framework of a 
reasonably free society. Technical assistance can make an important, 
but limited, contribution not only to economic development but also 
indirectly to social and political progress. 

2. This report attempts to set forth some general criteria for the 
evaluation of technical assistance. Where those criteria are being 
met, the technical assistance program might well be expanded in 
step with the growth of the country’s absorptive capacity. Where 
they are not being met, the program should be curtailed or be re- 
directed in emphasis. 

3. The increasing Soviet efforts at economic penetration of Asia and 
Africa increase the urgency of the problems with which technical 
assistance seeks to deal, but these efforts do not change the character 
of those problems. They do not require the United States to do 
anything which would not be in our national interest in the absence of 
the Soviet threat. This is not to say that Soviet activities should not 











18 TECHNICAL ASSISTANCE AND RELATED PROGRAMS 


be taken into account in planning our own programs, but our programs 
are more likely to be effective if they are carried out on their own 
merits to achieve American objectives than if they are pressed pri- 
marily as counteraction to Soviet moves. 

4. A limiting factor on the size and scope of American technical 
assistance programs is the supply of technical personnel qualified 
to carry out such programs. The shortage of technicians is a national 
problem which affects other Government programs, private business, 
and educational institutions as well as technical assistance. Although 
ICA recruiting procedures might be improved or intensified, the 
ultimate solution to this problem involves questions beyond the scope 
of either ICA or this subcommittee. In the meantime, the subcom- 
mittee feels that, except in cases of the most extreme urgency, it ma 
be better not to try to carry on a program at all than to attempt it with 
mediocre technicians. The selection of personnel involves not only 
technical qualifications but also adaptability, understanding of foreign 
people and customs (including, ideally, the local language), and rec- 
ognition of local hopes and aspirations. 

5. Projects should be more carefully planned with particular 
attention to: (a) the ability of the United States to carry out the 
project (this means especially the availability of qualified personnel), 
(b) the ability and acess of the recipient country to utilize the 
results of the project, (c) the relationship of the project to the long-term 
economic growth of the recipient country, and (d) the relationship of 
the project to the long-term United States interests in the country. 

6. A more Spartan use should be made of supplies and equipment 
for demonstration purposes, and such supplies and equipment should 
be more directly related to the needs of the country and its capacity 
to provide additional materials of the same type. 

7. The United States should continue its support of the United 
Nations expanded technical assistance program. An increase in the 
dollar amount of United States contributions to this program might 
be justified if the President and the Congress so determined, provided 
there was no increase in the percentage of the United States contri- 
bution. United States representatives in the United Nations and 
the specialized agencies should press for a further centralization of 
administrative and policy control over the U. N. program. 

8. The organizational structures of the State Department and the 
eeeayere Cooperation Administration should be further inte- 

ted. 

9. The whole question of private contracting should be reviewed at 
a high level in the executive branch. 

10. Finally, the technical assistance program should be continued 
at approximately the present level, and should be further reviewed by 
the Congress in 3 to 5 years. 


III. Concert, OpsecTiIves, AND EvaLuaTION oF TECHNICAL 
ASSISTANCE 


A. THE UNITED STATES NATIONAL INTEREST 


The subcommittee has conducted its study on the premise that the 
sole test of technical assistance is the national interest of the United 
States. Technical assistance is not something to be done, as a Gov- 
ernment enterprise, for its own sake or for the sake of others. The 


ee eee 





TECHNICAL ASSISTANCE AND RELATED PROGRAMS 19 


United States Government is not a charitable institution, nor is it an 
appropriate outlet for the charitable spirit of the American people. 
That spirit finds its proper instrumentality in the numerous private 
philanthropic and religious institutions which have done so much good 
work abroad. 

Technical assistance is only one of a number of instruments available 
to the United States to carry out its foreign policy and to promote 
its national interests abroad. Besides technical assistance, these 
tools of foreign policy include economic aid, military assistance, 
security treaties, tax and commercial treaties, overseas information 
programs, participation in the United Nations and other international 

anizations, the exchange of persons program, tariff and trade 

aa surplus agricultural commodity disposal policies, and the 
traditional processes of diplomatic representation. 

None of these tools has any particular inherent merit; any of them 
may be useful in a given situation. None is sufficient in and of itself 
as a total policy for the United States; yet rarely, if ever, will it be 
necessary to use all of them in connection with a single country. 

Although some of these programs are relatively less expensive than 
others, none is free; all cost something, not only in terms of dollar 
expenditures but also in terms of other United States interests which 
may be adversely affected. The proper measure of a program’s 
cost, however, is the relationship of cost to benefits. International 
affairs are made up of too many intangibles for a mathematical 
cost-benefit ratio to be worked out as in the case of a multipurpose dam 
in the United States. But the same general concept is applicable: 
the cost of any foreign activity of the United States becomes significant 
only when it is related to the benefits which the United States receives 
from that activity. Viewed in this light, a relatively low cost—in 
dollar terms—activity may be unconscionably expensive, while a 
relatively costly activity may actually be inexpensive. Maintenance 
of a consular establishment where none is needed is an example of the 
former; the multibillion dollar Marshall plan is an example of 
the latter. 

In dollar terms, technical assistance is not a particularly large 
program. It costs far less than military assistance or economic-type 
aid. It costs a little less, dollarwise, than the appropriation for the 
Department of State, and a little more than that for the United 
States Information Agency. The cost figures for these programs for 
fiscal 1956 are: military assistance, including direct forces support, 
$1,056.1 million; defense support and development assistance, $1,186.2 
million: Department of State, $144.0 million; United States Informa- 
tion Agency, $85.3 million; technical assistance (bilateral only), 
$127.5 million. 

Except in isolated instances, one cannot put a dollar figure on the 
benefits accruing to the United States from technical assistance. 
There are not many examples such as the one in Peru in which in- 
creased business for American fertilizer and farm equipment com- 
panies can be traced directly to technical assistance in agriculture. 
The subcommittee believes, however, that such examples will accu- 
mulate as technical assistance is carried out over a longer period. 

Indeed, the subcommittee has no doubt that from a strictly eco- 
nomic point of view the development of underdeveloped countries 
will pay off for the United States. The chart on page 20, reproduced 
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from the Senate Foreign Relations Committee report on the Mutual 
Security Act of 1955, shows how developed countries provide better 
markets for United States goods than do underdeveloped countries. 
Despite this sort of evidence, there has developed in recent years & 
tendency in some quarters to criticize technical assistance on the 

ounds that it will promote competition for United States products. 
This line of argument ignores the fact that the countries in question 
are too poor to buy American goods in significant quantities and that 
American markets are not, therefore, being destroyed. It further 
ones the fact that a rise of even a few percentage points a year in 
the purchasing power of these countries would result in new markets 
for American business of all kinds far exceeding whatever minimal 
markets were displaced. 

This same argument was heard in the debate on the European 
recovery program in 1948, but the dire results predicted have not 
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come to pass, and economic conditions in both Western Europe and 
the United States have shown marked improvement. 

There is a further specific advantage of technical assistance to the 
United States which is often overlooked. This is the technical 
knowledge which the United States itself acquires from the work of 
American technicians abroad. A native grass in Iran was found 
suitable for use in South Dakota. And in a number of health projects, 
doctors of the Public Health Service have gained experience with 
problems which are not now faced in the United States but which 
might arise at any time. This is the type of experience which could 
on a be gained abroad. 

ranted the economic interests of the United States in international 
economic development, the question can still be asked as to whether 
this is an appropriate field for governmental activity or whether the 
same results could be achieved by private enterprise through foreign 
investments and operations. Although the subcommittee believes 
that every appropriate measure should be taken to stimulate private 
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foreign investment, it is the opinion that, regardless of what is done 
along this line, the maximum oe investment which can reasonably 
be expected in the foreseeable future will be grossly inadequate to 
achieve the desired results. This opinion is based on the facts that— 

1. The private investment which has been forthcoming in the 
past has been far short of the necessary amount. 

2. The returns which can reasonably be expected from technical 
assistance, although in some cases te are direct and specific, 
are too remote to attract private investment. 

3. The expanding American economy provides greater oppor- 
tunities for investment capital than do underdeveloped areas. 

One of the most significant facts of the contemporary world is the 

eat disparity in wealth between the United States and the under- 
Aayeoped countries. Even more significant is the fact that this 
disparity, great as it is, is increasing. The gross national product of 
the United States increased 7.4 percent between 1954 and 1955. 
The second Indian 5-year plan, which is an extremely ambitious 
undertaking, aims at an increase of no more than 5 percent a year. 
And the enormously expensive Aswan Dam, which will absorb most 
of Egypt’s available resources for a period of at least 10 years, will 
do no more than halt the decline in Egyptian per capita gross national 

roduct. 
H The subcommittee has grave doubts as to how long economic growth 
can be sustained in the United States if the rest of the world continues 
to fall further and further behind. In connection with the advance- 
ment of our own prosperity, the prosperity of others is an important 
factor. 

The subcommittee likewise feels that economic development 
abroad is in the national interest of the United States on political, as 
well as on economic, grounds. The two are not necessarily related, 
however, and the subcommittee questions the assumption, which is 
frequently and glibly made, that the political consequences of economic 
development are necessarily in the American interest. 

History provides examples of economic growth which has been 
accompanied by political developments very nearly ruinous to the 
United States. In the late nineteenth and early twentieth centuries, 
Germany and Japan underwent very rapid economic development, 
but this did not lead to happy political results from the point of view 
of the United States and many other countries. The Soviet Union 
has likewise undergone rapid economic development since the Russian 
Revolution, but it could hardly be argued that the accompanying 
political developments have been in the interest of the United States 
specifically or of free nations as a whole. 

On the other hand, history also provides examples of economic 

owth which has been in the national political interest of the United 

tates. In this category are most of the countries of Western Europe 
and the more highly developed countries of the British Commonwealth 
and of Latin America. 

The determining factor is not economic development itself, but the 
whole complex of political and social institutions in which economic 
development takes place and the social and political changes which 
occur as a consequence of economic development. 

Technical assistance is in the national interests of the United States 
when and only when it not only promotes economic development but 
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also encourages the growth of free institutions within the framework 
of a free society. 

Technical assistance in agriculture may result in sharp increases in 
crop yields, but it will fail of its purpose (indeed, it may be positively 
harmful) unless it is accompanied by measures designed to bring about 
a fair distribution of the increases between landlords and tenants. 
In many underdeveloped countries, this means land reform. Other- 
wise social stresses within the country may be increased, and Com- 
munist propaganda may find a greater receptivity as a result of 
technical assistance than it did before technical assistance was 
undertaken. 

Similarly, technical assistance in education may result in sharp 
increases in literacy, but again it will be less than fully effective if the 
school system is not adapted to meeting the country’s needs or if the 
country is flooded with cheap Communist literature and free world 
books are not generally available. Moreover, it serves the national 
interests of neither the United States nor the recipient country to 
increase the number of holders of law and liberal arts degrees in an 
economy which may be already surfeited with frustrated intellectuals 
and which needs plumbers and mechanics. 

These are matters in which the influence of the United States is 
necessarily and severely limited. It would be highly improper, as 
well as self-defeating, for the United States to attempt to dictate a 
country’s policies on such peculiarly domestic sociopolitical questions. 
But it is entirely appropriate for the United States to take into account 
a country’s own attitude toward these questions when planning a 
technical assistance program, or when negotiating a technical as- 
sistance agreement. And in the subcommittee’s judgment the United 
States should take such attitudes into account to a greater degree 
than has been evident in the past. 

The fact that economic development may take political channels 
inimical to the United States is not an argument against economic 
development. It is only an argument to give more attention to the 
political and social consequences of economic development. When 
these consequences are good, from the American point of view, the 
make a country more impervious to Communist infiltration and result 
in an orientation which is pro-United States in the sense that it is 
profreedom even though it may not be specifically pro-American. 

Further, it is necessary to consider the consequences not only of 
carrying out a program such as technical assistance but also of not 
carrying it out. The demand for economic development is one of 
the fundamental political facts of the ‘midtwentieth century. There 
is some doubt as to how fully some of the people who voice this 
demand comprehend the prerequisites and implications of develop- 
ment. But there can be no doubt as to the existence of the demand 
itself and as to its political potency. There are few, if any, govern- 
ments outside the police states which could long remain in power 
without making some effort to meet this demand. 

It is obvious that this demand is more likely to find constructive 
outlets if the United States carries on technical assistance programs 
than if it does not. The recently stepped-up Soviet offers of such 
assistance lend added point to this statement. The subcommittee 
deprecates any effort on the part of the United States to match 
Soviet offers dollar-for-ruble. But the subcommittee believes that 


—— 
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discontinuance of United States technical assistance programs would 
have pernicious results abroad. Such withdrawal would almost cer- 
tainly strengthen the economic, and consequently the political, in- 
fluence of the Soviet Union in underdeveloped countries. 

At the same time, however, the subcommittee desires to make it 
perfectly clear that it does not view technical assistance as primarily 
an anti-Communist program. As a matter of fact, the subcommittee 
feels that, under both the present administration and the preceding 
one, the negative, anti-Communist aspects of American foreign policy 
have been much too heavily emphasized, while the positive aspects of 
that policy have been too much neglected. The American national 
interest has too often been viewed as the reciprocal of the Communist 
interest, and from this it has been reasoned that anything which was 
anti-Communist was ipso facto pro-American. The question is one 
of emphasis, and the subcommittee prefers to proceed from the con- 
verse of this assumption, namely, that anything which is pro-American 
is ipso facto anti-Communist. If the United States carries out pro- 
grams which will positively advance the American national interest, 
without regard to their anti-Communist content, the anti-Communist 
results, although secondary, are likely to be even stronger than if the 
programs were specifically anti-Communist in the first place. 

The subcommittee likes the way John Sherman Cooper, American 
Ambassador to India, put it in a recent press conference: 

The problem is not simply to counter the Russians. We were there first. We 
should develop our own program and stick with it and give assurance of some 
continuity. 

The subcommittee concludes that technical assistance, properly 
planned and adequately administered, produces results which promote 
the national interest of the United States. The program, however, 
has not been properly planned or adequately administered in all of 
the countries with which the subcommittee is familiar. These de- 
ficiencies will be elaborated upon later in this report. But the fact 
that a program is deficient in certain respects while promoting the 
national interest in other respects is no argument for dispensing with 
the program; it is an argument for correcting the deficiencies. 


B. DEFINITION OF TECHNICAL ASSISTANCE 


Technical assistance is defined by law (the Mutual Security Act of 
1954—Public Law 665, 83d Cong.) as— 
the international interchange of technical knowledge and skills designed to 
contribute primarily to the balanced and integrated development of the economic 
resources and productive capacities of economically underdeveloped areas. 

There are two points which deserve emphasis: 

1. Technical assistance is the interchange of technical knowledge 
and skills. To the subcommittee this means teaching or demon- 
strating better methods of doing things; it does not mean doing the 
things themselves. Indeed, the Mutual Security Act specificall 
limits the equipment or commodities which may be furnished with 
technical assistance funds to instances where the equipment or com- 
modities are necessary for instruction or demonstration purposes. 
The subcommittee feels that this provision of the act should be strictly 
construed. 
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2. As a further limitation, technical assistance is— 


to contribute primarily to the balanced and integrated development of the 
economic resources and productive capacities of economically underdeveloped 
areas. 

In other words, technical assistance is not to be rendered for its own 
sake, but as part of a balanced and integrated program of economic 
development. 

In assessing the role of technical assistance in United States foreign 
policy and in evaluating the results of technical assistance programs up 
to this point, therefore, it becomes necessary to examine the process of 
economic development—the conditions prerequisite to it and the 
results which may be anticipated from it. 

This process is extremely complex and is as yet imperfectly under- 
stood, but it involves a good deal more than the knowledge and skills 
which can be supplied by technical assistance. For one thing, it 
involves capital investment. For another, it involves an intangible 
but no less indispensable element which can perhaps best be described 
as astate of mind. This takes the form of a readiness, on the one hand, 
to make the social and cultural changes necessary to stimulate eco- 
nomic development, and a capacity, on the other hand, to adapt to the 
changes which inevitably accompany economic development. 

If any one of these elements is missing, then either economic develop- 
ment will not occur or it will take political channels which may be 
inimical to the interests of the United States. 

Although technical assistance by itself is not sufficient to induce a 
self-sustaining rate of economic development within the framework of 
a free society, it can make a contribution to the creation of an atmos- 
phere favorable to the other necessary factors. Technical assistance 
can help to encourage private investment through advice on revision 
of the tax structure, for example, or on legislation relating to foreign 
investment. Or it can make a lumbering industry feasible through a 

ublic health program which removes obstacles to the development of 
jungle-timber resources. 

In regard to social attitudes, the role of technical assistance is more 
indirect, but still forceful over a period of years. A technical assist- 
ance program in community development, for example, can gradually 
result in healthier, more democratic relationships between government 
officials and people. A technical assistance program in agricultural 
education or in training craftsmen can implant ideas about the dignity 
of labor and of working with one’s hands. 

Indeed, if technical assistance does not have effects of this kind, 
then it is only partially successful. But although technical assistance 
can help to encourage capital investment and although it can help to 
guide social changes, it cannot take the place of investment nor can 
it substitute for the indigenous urge to develop. 

The subcommittee lays great stress on this urge to develop and on 
the social and political changes accompanying economic development. 
Neither of these factors is within the control of the United States; 
yet both are crucial in determining the ultimate success of technical 
assistance from the point of view of American policy. 

The urge to develop is compounded of many things. It is a great 
deal more than the desire for more economic goods. It is a recognition 
that traditional ways of life are incompatible with the fulfillment of 
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such a desire and a willingness to modify traditional habits in order to 
achieve the goal. People who work only in order to live as their 
grandfathers did are not susceptible to economic development. If 
technical assistance shows them how to produce one-fifth more food, 
they will instead produce the same food and increase their leisure 
proportionately. This is not economic development, though it ma 
satisfy the social values of the people. In this connection it is wort. 
recalling the remark of George Bernard Shaw: “Do not do unto others 
as you would they should do unto you. Their tastes may not be the 
same. ‘ 

Because economic development—both the process itself and its 

olitical consequences—is so complex, the establishment of criteria 
S which to evaluate technical assistance is extremely difficult. Sta- 
tistical measures may be indicative, but they are by no means con- 
clusive. On a national basis, even the biggest technical assistance 
programs are so small a part of a country’s total economic accounts 
that it is not particularly helpful to attempt to relate changes in gross 
national product to technical assistance. Results of individual tech- 
nical assistance projects can be more readily measured over a long 
period of years, provided adequate statistical controls are available 
(which is frequently not the case). These results may reveal some- 
thing of the technical effectiveness of the projects, but they have little 
meaning so far as the long-range goals of American foreign policy are 
concerned. It may be possible to determine, for example, that agri- 
cultural production, or literacy, or industrial productivity has in- 
creased X percent or that malaria or trachoma has decreased ¥ percent. 
This information is helpful, but it may be misleading unless it is con- 
sidered in connection with other factors. Has the increase in literacy 
been accompanied by reforms in the school system so that it is better 
adapted to the needs of the society it serves or does that system simply 
turn out more frustrated intellectuals who use their literacy to steep 
themselves in Marxist propaganda? Has the increase in industrial 
productivity been equitably shared? 

These are questions which can be reliably answered only after an 
assessment of the total economic, social, and political situation in a 
country. The answers will indicate whether or not economic develop- 
ment is proceeding in a manner which is in the interests of the United 
States. If the answers indicate that economic development is pro- 
ceeding in such a manner, then more cannot be expected. The United 
States should not put a political price tag on its assistance in the form 
of votes in the United Nations or of willingness to sign a military assist- 
ance agreement. 

It is in this context that the subcommittee has approached the seven 
specific points of Senate Resolution 214 discussed below. 


IV. Genera, LEVEL or AUTHORIZATIONS 


The subcommittee recommends that authorizations of appropria- 
tions for technical assistance be stabilized at approximately the current 
level. It emphasizes that this recommendation is directed to technical 
assistance, strictly defined, and is not to be construed as applying to 
economic assistance or defense support. 
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The following table shows the trend of authorizations and appropria- 
tions for bilateral technical assistance programs: 


Fiscal year Authorization | Appropriation 
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On the basis of its field observations, the subcommittee is doubtful 
that substantial additional funds could be administered effectively by 
the United States or absorbed efficiently by recipient countries. 

The availability of American technicians to operate the program 
is a limiting factor which is too frequently ignored in proposals to 
expand technical assistance. Further, even if technicians and admin- 
istrators were available, it would to some extent be counterproductive 
to increase substantially the numbers of Americans in certain countries. 

The subcommittee has seen numerous examples of waste which 
arise primarily, it believes, from (1) poor planning, (2) inadequate 
administrative followup, (3) the furnishing of more assistance than 
the local economy can absorb, and (4) an effort to produce impressive 
results in a hurry. 

In Vietnam, equipment was supplied to a radio school and to a 
marine navigation school, but most of the graduates remained unem- 
ployed because of a lack of opportunities in the Vietnamese economy. 

In Pakistan, equipment was supplied to a tuberculosis hospital, but 
the hospital staff did not know how to use it. 

o in Pakistan, insecticides which were supplied under a plant- 
protection program were allowed to remain on the docks until they 
deteriorated because the Pakistanis did not know how to use them. 
"In Thailand, some of the equipment supplied for a mechanics school 
was more elaborate and complicated than graduates of the school 
would ever be called upon to use. 

In*Egypt, a demonstration health center was more lavish than 
Egypt could expect to afford for itself. In a case like this one, there 
is a danger that technical assistance may inspire unfulfillable desires, 
nich may take the form of frustration and resentment of the United 

tates. 

It is because of considerations of this kind that the subcommittee 
is constrained not to recommend an increase in technical assistance. 
On the other hand, there are also many examples of successful, well- 
planned, prudently administered technical assistance projects. 

The Joint Commission on Rural Reconstruction in Formosa has 
been markedly successful in helping to raise the standard of living 
of Taiwanese farmers. A particularly noteworthy feature of its 
activities has been the introduction of improved breeds of hogs and 
of innoculations against hog cholera. 

The agricultural and community development programs in India 
deserve a share of the credit for fulfillment of the agricultural goals of 
the Indian first 5-year-plan. The community development program 
in particular is resulting in changing, more democratic attitudes 


between villagers and Government officials. 
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The village aids projects in Pakistan and the village development 
work of the Near East Foundation in Iran (financed in part by ICA 
funds) are also making significant contributions to the development 
of these two countries and to the achievement of United States goals. 

In Vietnam, the tilapia fish project promises, at small cost to the 
United States, to result in a iaalliadbls improvement in the Viet- 
namese diet and in a stronger economic base for Vietnamese farmers. 

And the American people can be proud of the contribution their 
Government has made to malaria control in India and to bilharzia 
control in Egypt. 

The subcommittee feels that with better planning, examples of this 
kind can be multiplied and examples of waste can be eliminated. It 
cannot be too strongly emphasized nor too often reiterated that 
technical assistance is a long-range program in which continuity of 
effort is at least as important as magnitude of effort. A basic project 
can hardly be well started in a year, much less completed in that time. 
The subcommittee has seen projects operated by private agencies 
which turned out to be highly successful, but which had to be carried 
on for as long as 6 or 7 years before they began to take hold. 

It requires a rather high order of faith to persevere in projects of 
this nature when tangible results are not forthcoming immediately. 
This increases the importance of careful advance planning, rigorous 
screening of projects, and careful selection of supplies and equipment 
for demonstration purposes. 

Results of the kind which the United States is seeking depend in 
large measure upon the readiness and willingness of the recipient 
country to make the most effective use of technical assistance, Where 
this situation exists in the recipient country, technical assist- 
ance is well worth the cost to the United States and the subcommittee 
would be disposed to look with favor upon sound proposals for increases 
in the program. But where this situation does not exist, it cannot be 
induced by unilateral efforts on the part of the United States. The 
proper course in such circumstances is simply to wait until the country 
isready. In the meantime, modest programs with limited objectives 
may be justified. 


V. Revation to U. N. anp OAS Procrams 


The subcommittee finds that on the whole there is a satisfactory 
relationship between the bilateral technical assistance program of the 
United States and the multilateral program of the United Nations. 
The subcommittee recommends that administrators of the United 
States program continue their efforts to improve coordination of the 
two programs and bring about an even closer relationship. Pending 
& more thorough study of technical assistance in Latin Binctica, the 
subcommittee makes no findings or recommendations in regard to the 
technical assistance ean of the Organization of American States. 

The following table shows the growth of the United Nations 
expanded technical assistance program since its beginning in 1950 and 
the record of United States contributions to it: 
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Norte.—Figures for 1950-54 are actual payments. Figures for 1955 are pledges. All figures relate to the 
U. N. program’s central account. They do not include contributions which recipient governments make 
toward the cost of U. N. technical assistance projects within their own countries. 


For 1956, the United States has offered a contribution of $15.5 
million provided this does not exceed 50 percent of the total. So far, 
other pledges total $12.8 million, a figure which it is estimated will 
increase to $14 million. On the basis of a 50 percent United States 
contribution, this would provide a total U. N. program of $28 million 
in 1956, about the same size as in 1955 but with a smaller contribution 
from the United States. 

Compared to the United States bilateral activities, the U. N. pro- 
= is small, but, in the subcommittee’s judgment, highly effective. 

he subcommittee found few instances of duplication between the 
two programs and many instances of cooperation. Each program has 
its place in United States foreign policy. 

Although the United Nations and the various specialized agencies 
had been carrying out small technical assistance activities as a part of 
their regular work since 1946 (or before in the case of some of the 
specialized agencies), the U. N. expanded program had its genesis in 
President Truman’s inaugural address in 1949. At that time, in his 
discussion of point 4, the President said: 

We invite other countries to pool their technological resources in this under 
taking. Their contributions will be warmly welcomed. This should be a coopera- 
itve enterprise in which all nations work together through the United Nations and 
its specialized agencies wherever practicable. 

Subsequently, the American representative in the U. N. Economic 
and Social Council took the initiative in a series of studies and actions 
which culminated in inauguration of the U. N. expanded program in 
1950. 

As the prime mover in establishment of the U. N. program, there- 
fore, the United States has a special responsibility toward it. In the 
judgment of the subcommittee, the experience of the U. N. program 
over 5% years has confirmed the validity of the reasons which led the 
United States to participate in it in the first place. 

The broad objectives of the U. N. program are the same as those of 
the United States bilateral program and are in the national interest of 
the United States for the same reasons. Each program has certain 
unique features and advantages of its own. So far as the U. N. pro- 
gram is concerned, these advantages are: 

1. The multilateral character of the U. N. program affords a 
means of utilizing the resources of other nations. Although the 
United States has, until 1956, provided more than half of the 
money for the U. N. program, still contributions accounting for 
40 percent or more of the total have come from other nations. 
The total number of contributors to the U. N. program increased 
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from 54 in 1950-51 to 74 in 1954. The U. N. program provides 
a means of giving other countries an oppor ney to participate. 
2. A multilateral approach through the U. N. program is par- 
ticularly appropriate in fields where bilateral efforts are likely to 
encounter national sensitivities and resistance on the grounds of 
outside interference. Public administration is one such field. 
Another, in some countries, is in areas where there is substantial 
private American investment. These are only examples and do 
not, of course, apply universally. 
3. Although not without its personnel problems, the U. N. 
rogram seems to have fewer recruiting difficulties than does the 
United States program. The principal reason, perhaps, is that 
the U. N. program can draw upon the entire world—or at least 
the non-Soviet sectors of it—for technicians. Further, in some 
fields, such as tropical medicine, other countries have more 
expertise available than does the United States. In addition, 
technicians from areas in an intermediate stage of development 
frequently are able to establish closer rapport with the people of 
underdeveloped areas. Finally, foreign technicians sometimes 
have more language skills, particularly in Asian languages, than 
do Americans. 

Administration of the United Nations technical assistance program 
is tending toward centralization in the Technical Assistance Board a 
group composed of representatives of the U. N. itself and of all the 
specialized agencies which participate in technical assistance. This 
trend has had a salutary effect in administration of the U. N. program, 
and the subcommittee recommends that United States representatives 
in the various U. N. agencies concerned support further moves in this 
direction. In particular, the subcommittee believes that the authority 
of the U. N. resident representatives in countries receiving technical 
assistance should be strengthened. This would improve coordina- 
tion among the specialized agencies and also between the U. N. and 
the United States programs. It could also be expected to make for a 
more well-rounded and a better balanced technical assistance effort. 

It is reasonable to anticipate that the Soviet bloc may become 
increasingly active in the U. N. technical assistance program, This 
would be in keeping with the clear trend of Soviet policy, though of 
course no one outside the Kremlin can predict when the zig of Soviet 
policy will become a zag. When the U. N. technical assistance pro- 
eee was begun, the Soviets refused to have anything to do with it. 

ince 1953, however, they have been contributing at the rate of 
4 million rubles ($1 million at the official exchange rate) a year. 
Following the master’s lead, the Ukraine, Byelorussia, Czechoslovakia, 
and Poland have also made contributions. In the same period since 
1953, the Soviets have increased their participation in the specialized 
agrecies, and they have also embarked on their own bilateral program 
of cultural and economic relations in Asia and the Middle East. 

If Soviet influence in the U. N. technical assistance program were to 
increase to the point where it would be determinative in shaping the 
character of that program, the program would no doubt become one 
which worked against, instead of for, the national interest. of the 
United States. This would also be true, however, of the national 
interests of all the other non-Soviet states now participating in the 
program. 
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As a practical matter, any such development seems extremely 
unlikely. One certain way to give it impetus, however, would be for 
the United States to weaken its support of the U. N. program now in 
anticipation of growing Soviet influence later. Such action on our 
part would tend to bring on what we want to prevent. 

The subcommittee believes that the United States should continue 
to support the U. N. program. An increase in the absolute amount of 
the United States contribution to that program might be justified, if 
the President and Congress so determined, provided that other coun- 
tries also increased their contributions and that the United States 
contribution did not increase percentagewise from its present level of 
approximately 50 percent. In time this percentage might be reduced 
still further, but precipitous action to this end should not be taken. 
The subcommittee notes with approval that in recent years while the 
percentage of the United States contribution has gradually decreased, 
the total size of the U. N. program has gradually increased. 


VI. CoorpinaTion or Unitep States AGENCIES 


The subcommittee is not entirely satisfied with the extent to which 
the International Cooperation Administration has been integrated with 
the Department of State. On the basis of its field observations, the 
subcommitttee feels that this integration has proceeded further in the 
missions abroad than it has in Washington. It urges the Secretary of 
State, who is the official primarily responsible, to pursue the matter 
more vigorously. 

The Act for Titeknatibial Development of 1950 placed administra- 
tion of the technical assistance program in the Technical Cooperation 
Administration in the Department of State. At the same time, the 
Economic Cooperation Administration was also carrying on various 
types of technical assistance activities in countries which were receiv- 
ing substantial economic-type aid. 

In Reorganization Plan No. 7 of 1953, technical assistance and 
other types of economic aid were made the responsibility of the 
Foreign Operations Administration. In the Mutual Security Act of 
1954, Congress directed that after June 30, 1955, technical assistance 
should be administered through the Secretary of State. 

In response to this and other congressional enactments, the Presi- 
dent issued Executive Order 10610, effective June 30, 1955, abolishin 
FOA and transferring its economic functions to the Internationa 
Cooperation Administration, a semiautonomous agency in the Depart- 
ment of State. 

It appears to the subcommittee—and, indeed, has been confirmed 
a the Secretary of State in testimony before the subcommittee— 
that this was largely a paper transfer. The relationships between 
ICA and the State Dugartinenit do not differ materially from those 
which existed between FOA and the State Department. ICA in 
most respects seems to be FOA with a new set of initials. 

The subcommittee believes that some reduction in personnel and 
administrative expense could be achieved through a further absorp- 
tion of ICA by the State Department, but the heart of the subcom- 
mittee’s concern lies in the policy aspects of the matter. So long as 
technical assistance is a part of our foreign policy, it should be ad- 
ministered by the agency responsible for that foreign policy—namely, 
the Department of State. 
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It appears that the Coeretery and the Under Secretary of State 
presently exercise a reasonable degree of policy control over ICA, but 
the subcommittee would welcome steps by the State Department to 
assert this control to a greater degree throughout other levels of the 
administrative hierarchy. The subcommittee does not want to 
turn the State Department’s country desk officers into ICA adminis- 
trators, but it does feel that closer integration is called for between 
the two agencies at the country desk level. 

The subcommittee also believes that greater steps should be taken 
to consolidate certain administrative functions common to both 
agencies—personnel and security systems, for example. 

Finally, the subcommittee believes that there have been entirely 
too many reorganizations of the technical assistance program, and 
that in part as a consequence of these successive reorganizations, 
technical assistance has been submerged in, and confused with, much 
larger programs of economic aid. A tendency has developed in 
certain quarters to conceive of economic aid as the basic program 
with technical assistance as an adjunct. The proper conception, in 
the subcommittee’s view, is that which holds technical assistance to 
be the basic program, with temporary economic aid as an adjunct in 
certain specifically selected countries. For reasons which will be 
developed subsequently (see sec. [X), the subcommittee believes 
that, where technical and economic assistance are both extended to 
the same country, they should be administered together as an inte- 
grated program; but both the administrators and the policymakers 
should always keep in mind that economic assistance is short-term 
and technical assistance long-term in character. 


VII. Uriiization or Private AGENCIES 


The subcommittee recommends that the whole question of the role 
of private agencies in the technical assistance program, and particu- 
larly private contracting procedures, be reviewed by the International 
Cooperation Administration and the Department of State. This 
review should take account, among other things, of the experience 
which our embassies and United States operations missions abroad 
have had with private contractors. 

The subcommittee is impressed with the potentialities of educational 
institutions, private philanthropic organizations, and private business 
firms for extending technical assistance to underdeveloped countries, 

It is disturbed, however, over the extent and manner of the use of 
private business contracts by the International Cooperation Adminis- 
tration. There is evidence that these contracts have been resorted to 
in many instances as a personnel recruitment device and as a means 
of avoiding Government salary ceilings. The net result, of course, is 
an increase in cost to the Government, not only in the form of higher 
salaries and allowances but also in the form of the overhead fee 
charged by the contractor. A further result is impaired morale on 
the part of government employees who for lower salaries do the same 
work as contract employees. Finally, there is a question as to the 
extent to which contracting impairs Government administrative and 
policy control. 

Private business contracting has its place in a technical assistance 
program, particularly in highly specialized projects of only a few 
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months duration. But the subcommittee has received a number of 
complaints about the extent to which private contracts are used and 
the manner of letting contracts. The subcommittee has not been 
equipped to investigate these complaints thoroughly so as to deter- 
mine which, if any, are meritorious. The subcommittee has, how- 
ever, forwarded the information it has accumulated to the Committee 
‘on Government Operations for such further examination and action 
as that committee deems appropriate. 

The Congress has repeatedly emphasized the policy that in carry- 
ing on the technical assistance program private agencies should be 
utilized to the maximum extent practicable. The use of business or 
other organizations as contractual agents of the United States Gov- 
ernment is one way to give effect to this legislative intent, but it is 
by no means the only way and it seems to have been disproportion- 
ately emphasized by the administrators of the program. It does not 
relieve the Government of any of the financial burden of the opera- 
tion; indeed, through overhead fees and higher salaries it may increase 
that burden. Cooperation with, and stimulation of, private agencies 
does relieve the Government of the burden and results in a net 
increase in technical assistance to underdeveloped countries. This 
field has not been entirely neglected by the successive Government 
agencies charged with administering technical assistance, but it could 
perhaps receive more attention. 

ICA’s records of private contracts and of contractor performance 
are in a highly unsatisfactory state. It is evident, however, that 
private contracting has increased substantially and that, dollarwise, 
the bulk of the contracts are accounted for by economic aid projects 
rather than technical assistance activities. This does not, in the 
subcommittee’s view, meet the objective of maximum utilization of 
private agencies. 

American private business has an important role to play in eco- 
nomic development abroad, but only a minor part of this role is as a 
contractual agent of the United States Government. By far the 
major part is through acting independently in its own behalf. There 
are numerous and spectacular examples of technical assistance which 
has been extended in significant amounts by American business firms 
operating abroad. In most cases, private foreign investment carries 
with it a certain amount of technical assistance. 

To the degree that private foreign investment increases, therefore, 
the objectives of the technical assistance program are met in part. 
It follows that one way for the Government to take advantage of the 
special qualifications of private business is to do what it appropriately 
can to stimulate private investment in underdeveloped countries. 
Such action by the Government is simply another of the tools of 
foreign policy. Its limitations must be recognized, however. 

In administering technical assistance, the International Cooperation 
Administration and its predecessor, the Foreign Operations Admin- 
istration, in recent years have made increasing and rather extensive 
use of contracts with American colleges and universities. These 
college contracts are usually between an American college and a 
foreign college and are underwritten by ICA. Their principal 
advantage is that they create an institutional relationship which, it is 
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hoped, will endure after the expiration of the contract. The college 
contract program has not been in operation long enough for conclusive 
evidence on this point to be accumulated. 

In this connection, the subcommittee notes the concern of the 
colleges themselves over the uncertain future of their role in technical 
assistance. The Conference on University Contracts Abroad, meeting 
at Michigan State University November 17-18, 1955, declared that— 
a clear statement of public policy by the United States Government is required 
in order to provide for effective long-range planning and full integration of the 
program within contracting institutions. 

In elaboration of this resolution, Arthur S. Adams, president of the 
American Council on Education, wrote to ICA Director John B. 
Hollister December 9 that— 

The universities, facing increased enrollments and other formidable pressures, 
are deeply concerned about their ability to plan such an international program 
without a specific charter from the Government. They are aware that the pro- 
gram is permissive under existing legislation. They seek to determine whether, 
in fact, our Government proposes specifically to support this program over an 
extended period. If there is danger of an early termination of this support, they 
must, in fairness to their primary educational responsibilities in the United States, 
limit their obligations forthwith. 

* * * it is my candid opinion that the continued cooperation of the universi- 
ties with the ICA in this program is dependent upon that clear statement of 
public policy called for by the resolutions. 

As university participation in technical assistance has increased, 
so have the demands of the program upon the resources of the uni- 
versities. It seems to the subcommittee not unreasonable for the 
universities to want to know whether they should plan to meet these 
demands on a short-term or long-term basis. The subcommittee 
recommends that this situation be reviewed in the executive branch 
and that, if necessary, appropriate legislation be submitted to Congress 
for further consideration. 

Besides private business firms and universities, the various agencies 
administering the technical assistance program have also used private 
philanthropic agencies, both through contracts and through the es- 
tablishment of cooperative relationships. In the instances which 
the subcommittee has observed, both of these techniques have been 
highly effective. Perhaps the most spectacular example which has 
come to the subcommittee’s attention is the Veramin Plains project 
in Iran, which is a noteworthy case of four-way cooperation involving 
the United States Government, the Iranian Government, the Near 
East Foundation, and the Ford Foundation. 

Many private philanthropic organizations were carrying on tech- 
nical assistance programs long before the United States Government 
program began. These groups have accumulated considerable reser- 
voirs of experience and know-how which can be of very great benefit 
to the Government. In certain instances, also, private groups are 
not subject to some of the political inhibitions which limit the 
Government. 

The subcommittee hopes that the International Cooperation Ad- 
ministration will continue to look for opportunities for mutually 
beneficial cooperation with private philanthropic agencies. 
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VIII. Decree or Setr-Hetpe AND MuTvAt ASSISTANCE IN RECIPIENT 
CouNTRIES 


The subcommittee found a wide variation in the degree of self-help 
and mutual assistance in countries receiving technical assistance. 
This did not in all cases correspond to the variation in their capacities 
for self-help and mutual assistance. 

Statistical measurements of these points are more often misleading 
than revealing. In the case of specific projects, it is sometimes 
possible, with a fair degree of accuracy, to put a dollar figure on the 
value of host country contributions and to compare this figure with 
United States expenditures. But this is too limited a basis on which 
to evaluate a country program. It does not take account, on the one 
hand, of related projects which the country may be carrying out en- 
tirely with its own funds. Nor, on the other hand, does it take 
account of other policies of a country which may negate the technical 
assistance. In the first instance, the subcommittee has in mind a 
country which contributes to a local project in village improvement 
and then, with its own resources, applies the results elsewhere. In 
the second instance, the subcommittee has in mind a country which 
frustrated a technical assistance project in milk production by finan- 
cial policies which made the price of beef so high relative to the price 
of milk that dairy cattle were sold for beef. 

More significant than the relative United States—host country 
expenditures on a particular project in a given year is the trend of 
those expenditures over a period of years. Many underdeveloped 
countries may be unaware of their need for technical assistance in 
certain fields, and may cooperate in a new project in those fields with 
something less than wholehearted enthusiasm. If the project proves 
its worth over a period of years, the proportion of local contributions 
should increase, and finally, the local government should take it over 
entirely. In most countries outside Latin America, however, the 
technical assistance program has not been in operation long enough 
for definite conclusions to be drawn on this point. 

The total development expenditures of a country, compared to 
United States technical assistance expenditures, may also be signif- 
icant in measuring self-help. In many instances, these total ex- 
penditures dwarf the United States technical-assistance program by a 
ratio sometimes as high as 50 to 1. 

Tests such as these, however, cannot be used to compare self-help 
in one country with self-help in another. In every case, self-help 
must be related to indigenous capacity and ability. In extremely 
underdeveloped countries, simply the ability to absorb the technical 
eta which is granted is probably all that can be realistically 
expected. 

n short, the subcommittee does not feel that self-help can be 
adequately measured in monetary terms. What is much more 
important is the attitude of the recipient country toward its own 
problems. 

The existence of an overall development plan, or the effort to work 
one out, is one measure of this attitude. Another measure is the 
willingness of the country to take the steps which are necessary to 
make the most effective use of its own resources and of whatever out- 
side assistance is available to it. This willingness can rarely be re- 
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duced to budgetary terms. It may mean, sometimes, the willingness 
to undertake a real reform program to undergird technical assistance 
in agriculture. It may mean, in other cases, willingness to revise the 
tax structure in a way to encourage development and particularly 
savings and investment. In still other cases, it may mean construc- 
tive labor legislation. These examples are only illustrative. The 
precise list will naturally be different in different countries. The im- 
portant point is whether a country legitimately tries to solve its own 
problems or whether it relies on the United States to furnish the assist- 
ance necessary to maintain a precarious political and social status 
quo. The subcommittee feels that the scope of the United States 
technical assistance program should be related to this point. 

The subcommittee interprets “mutual assistance” as used in Senate 
Resolution 214 to mean the contributions of recipient countries 
toward the total objectives of United States foreign policy. This 
requires some elaboration. It must be considered in the context of 
what those total—as distinguished from specific—objectives are, and 
the objectives themselves must be realistically related to what is 
feasibly attainable. In this context, it is a mistake to measure mutual 
assistance in terms of specific contributions to limited, specific foreign 

olicy goals of the United States. It may sometimes be a mistake, 
ie example, to measure a mutual assistance program solely in terms 
of a country’s willingness to sign a military agreement. 

In some instances this kind of mutual assistance has been used as 
an excuse to dispense with self-help. The general approach of such 

overnments—fortunately not many—is ‘‘We are on your side; you 
fievé to take care of us.” In other instances, a very lates degree of 
self-help is present in the absence of mutual assistance. In still 
other instances, self-help and mutual assistance occur together. The 
United States can reasonably expect very little in the form of this 
kind of specific mutual assistance from most underdeveloped countries. 
Much emphasis has been put upon military security treaties, but the 
willingness of a country to sign such a treaty should not necessarily 
be related to the scope of the United States technical assistance pro- 
gram in that country. Other concrete forms of mutual assistance in 
most cases boil down to availability of raw materials, and this can be, 
and is, handled on a commercial basis. 

The broader national interests of the United States require a growth 
in the area of human freedom. (It is perhaps significant that not 
since 1812 has the United States found it necessary to fight a war 
with a country which has standards of freedom comparable to our 
own.) Steps which countries receiving technical assistance take to 
promote such a growth, either politically or economically, are in the 
mutual interest of the United States and of the other country con- 
cerned. This seems to the subcommittee the most valuable mutual 
assistance which can reasonably be expected from most under- 
developed countries—namely, a devotion to their own independence 
and a determination to work out their own problems. If we expect 
them to refuse to prostitute themselves to the Soviet Union, we must 
also expect them to refuse to prostitute themselves to the United 
States. And we are false to our own traditions if we ask them to do 
otherwise. 

A strong, free, and independent Asia is more important to the 
United States than a collection of weak dependents in the same area. 

72888—57——_4 
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IX. Reiationsuip oF TECHNICAL ASSISTANCE, Economic AID, AND 
Miuitrary ASSISTANCE 


The relationship of technical assistance, economic aid, and military 
assistance is characterized by confusion in administration and artificial 
distinctions in policy making. 

In regard to policy making, the difficulty stems in large part from 
the Mutual Security Act which authorizes five different kinds of 
assistance. These are— 

1. Military assistance, which consists of weapons and military 
hardware. 

2. Direct forces support, which consists of soft goods and 
civilian-type items delivered directly to the armed forces of a 
country. 

3. Defense support, which consists of commodities and capital 
equipment furnished for the purpose of enabling a country to 
rine larger military forces than it would otherwise be capable 
of doing. 

4. Development assistance, which consists of commodities and 
capital equipment furnished for the purpose of promoting eco- 
nomic development in a country not receiving military assistance. 

5. Technical cooperation, which consists of technical advice 
and demonstration supplies and equipment. 

It will be seen at once that many of these categories are distinguished 
not by the type of aid but by the purpose for which it is rendered. 
Gasoline is direct forces support if it is delivered directly to the armed 
forces, but it is defense support if it is furnished to a country’s civilian 
economy to replace gasoline used by the armed forces. And it is 
development assistance if it is furnished in quantity to a country not 
receiving military assistance. In each case, it obviously has an effect, 
either direct or indirect, upon the total economic and military situa- 
tion of the country in question. 

The purpose for which assistance is rendered obviously has a bearing 
upon congressional determination of whether or not assistance is 
justified and if so, in what amounts. But once Congress has passed 
upon the matter, cataloging the same basic type of assistance by 
different purposes becomes a largely academic exercise. Hence the 
confusion in administration. 

In instances where the Congress has deliberately decided that both 
technical and economic assistance should be extended to a particular 
couatry, the subcommittee does not quarrel with this. But the 
subcommittee does quarrel with a tendency for technical assistance to 
become economic assistance in countries for which Congress has 
appropriated only money for technical assistance. This tendency 
most frequently manifests itself in an overly lavish use of supplies 
and equipment in the technical assistance program. 

There is implicit in the distinctions in the Mutual Security Act a 
division of the non-Soviet countries of the world into two categories: 
Those where the primary objective of the United States is economic 
development and those where the primary objective is the generation 
of military strength. This is an unfortunate concept on which to base 
United States policy toward underdeveloped countries. 

The implication is that a country such as Pakistan, which has alined 
itself on the side of the United States, is to be aided in its economic 
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development only to the extent necessary to support its military forces 
and that its purely civilian economy can expect no wth with 
American help. On the other hand, a country such as India, which 
avows its neutrality, does receive American help for the specific 
purpose of civilian economic development. 

In practice, of course, defense-support funds in Pakistan and de- 
velopment assistance funds in India are used for the same types of 
projects, and there is no doubt that the civilian economy of Pakistan 
does benefit despite the ostensible military purpose for which the aid 
is extended. But neither is there any doubt that, insofar as the 
Indian civilian economy benefits from American aid, then the Indian 
capacity to maintain armed forces is increased. As a further com- 
plicating factor, the Pakistani armed forces, which we are aiding 
directly, and the Indian armed forces, which we are aiding indirectly, 
are in part facing each other across the ceasefire line in the disputed 
territory of Kashmir. 

A somewhat similar situation prevails in regard to Egypt and Israel. 
Neither of these countries has military agreements with the United 
States, and thus neither is eligible for defense support aid. Both, 
however, are receiving development assistance, and because of that 
development assistance, both are unquestionably able to maintain 
larger military forces—principally to defend themselves against each 
other—than would otherwise be the case. 

It is impossible to avoid this sort of collateral effect of assistance, 
but it seems to the subcommittee that the fine distinctions now drawn 
by the Mutual Security Act should be removed. 

The subcommittee therefore recommends that, in its consideration 
of mutual security legislation for fiscal 1957, the Congress consider 
authorizing only three types of aid: 

1. Military assistance—i. e., anything from jet planes to shoe- 
laces which is delivered directly to the military forces. 

2. Economic assistance—i. e., anything in the form of capital 
equipment or investment. 

3. Technical assistance—i. e., anything in the form of knowl- 
edge, techniques, or know-how. (Military training is in one sense 
technical assistance, but that is excluded from the term as it is 
used here. Such training activities should come under military 
assistance. ) 

The subcommittee further recommends that economic assistance to 
underdeveloped countries, when desirable, be extended exclusively for 
purposes of economic development. The dinstinction of purpose 
between economic assistance and defense support was first drawn in 
connection with aid to Europe after the end of the Marshall plan 
proper and at the beginning of the NATO rearmament effort. In this 
situation, it had some validity. Europe at that time would have been 
able to handle its own economic problems in the absence of an 
augmented military effort, and it was this military effort which 
made further aid desirable. Thisis not true of most underdeveloped 
countries. 

A further reason for the distinction between economic assistance 
and defense support may well be the feeling on the part of the adminis- 
tration that something smacking of military aid is easier to sell to 
Congress, and a feeling on the part of Congress that it is easier to sell 
to the public. 
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The subcommittee feels that both Congress and the public are wiser 
and more mature than this sort of semantics implies. If the economic 
development of country X is in the national interest of the United 
States, then economic assistance can be justified on those grounds 
without straining the case to cast it into a military mold. 

It seems to the subcommittee that, so far as underdeveloped coun- 
tries are concerned, the proper approach to a determination of the 
amount and type of assistance should begin with the question of what 
it is that the United States seeks to accomplish. It is questionable 
that this would ever be simply the support of military forces. 

The emphasis of United States policy in Asia may have been rather 
too heavily military. The underlying economic and political strength 
is also important. In this connection, it is worth recalling that the 
military assistance program under NATO could not have made the 
progress it has if it had not been preceded by the economic assistance 
program under the Marshall plan. 

Where assistance to underdeveloped countries is indicated at all, 
therefore, it will probably involve something more than military 
assistance. This “something more” should be plainly designated as 
economic assistance or technical assistance and extended as such, 
even though it might have an ultimate or correlative military purpose. 

The point is that even if the United States were aemeaaeal a in 
the armed forces of a particular underdeveloped country, this interest 
would necessarily encompass also an interest in the economy of that 
country. This is true because most underdeveloped countries are 
incapable of maintaining significant military forces, or of absorbing 
significant amounts of military assistance, unless they are also aided 
economically. Now if economic assistance is extended under the 
guise of ‘‘defense support” for the primary purpose of enabling those 
countries to maintain bigger military forces than would otherwise be 
possible, it becomes coterminal in time with military assistance. It 
will have to be continued as long as we deem it in our interest for 
forces of that size to be maintained by that country. Economic aid 
of this type does nothing to improve the country’s position beyond 
support of the military forces and therefore does nothing to make its 
own discontinuance possible. Assistance aimed at economic devel- 
opment, however, generates a higher level of economic activity and 
a process of development which will be self-sustaining. It thus 
ultimately increases the country’s capacity to support larger military 
forces and accomplishes an economic objective in addition. 

In underdeveloped countries where the support of military forces is 
not an objective of the United States, the question arises as to whether 
either economic or technical assistance is justified on economic or 
political grounds. The subcommittee is inclined to the view that 
it is worthwhile for the United States to carry on a modest technical 
assistance program in virtually any non-Soviet country that asks for it. 
This is based on the belief that the peripheral benefits of technical 
assistance in terms of opportunities to extend mutual benefits—though 
small—probably justify small annual expenditures. Beyond this 
minimum level, the question to be considered is whether the economic 
development of a given country is in the interest of the United States 
and whether the ingredients are present to make a program of economic 
development successful. 
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If these questions are answered in the affirmative, then the United 
States should assist in a program of development in any manner which 
is required to insure its success. This might mean technical assist- 
ance; it might mean technical assistance combined with economic aid; 
it might conceivably mean economic aid alone; or it might mean 
certain actions in the field of trade and investment policy. The 
important thing is to decide first the policy to be carried out and then 
choose the tools to do it. It is idle to debate the tools as though they 
were the policies. 

It is important to recognize, also, that the appropriate tools may 
very well change as the job progresses. In an extremely under- 
developed country, the absorptive capacity for technical assistance 
will be very low at the beginning. As the country develops, this 
capacity will increase. It may, therefore, be advantageous to the 
United States to increase the supply of technical assistance and per- 
haps even to furnish some economic assistance. 

echnical assistance in amounts larger than would otherwise be 
indicated may also be necessary in countries where the United States 
conducts sizable military and economic operations because of pressing 
political considerations. Technical assistance is frequently required 
in such cases to enable the country to absorb the other types of aid 
which it is receiving. 

To summarize: The object of technical assistance is economic 
development. The attainment of this object requires things besides 
technical assistance. One of these things is the indigenous urge to 
develop. The United States can have only marginal, if any, influence 
on this point. But if the local climate for democratic economic 
development is right, and if technical assistance is available, then it 
seems to the subcommittee shortsighted to gamble with the failure 
of the whole enterprise for lack of economic assistance. Technical 
assistance can be extremely expensive if it is less than fully effective 
for lack of accompanying capital investment. In the cases where 
both economic assistance and technical assistance are necessary, the 
United States should either supply both or neither. Half-way meas- 
ures are frequently worse than none. 

The subcommittee by no means implies that technical assistance 
should invariably be accompanied by economic assistance. In many 
cases, the necessary capital investment can be supplied by private 
business, by international lending agencies, or in some instances by 
capital within the country receiving technical aid. Further, there 
are varying degrees of urgency and also of absorptive capacity. 

Nor does the subcommittee imply that economic assistance should 
invariably take the form of grant aid. It may take that form, but 
such cases arerare. Far more often, it will take the form of long-term, 
low-interest loans. 

Finally, the subcommittee feels it appropriate to distinguish 
between economic aid as carried out in Europe under the Marshall 
yon and as it is needed in some few key underdeveloped countries. 

he two problems are entirely different and to attempt to solve them 
in the same way would be like a doctor prescribing the same treatment 
for pneumonia and appendicitis. 

The problem in postwar Europe was not one of economic develop- 
ment; it was one of the economic recovery of a highly developed area. 
Europe had the absorptive capacity and the administrative and 
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technical skills to make good use of massive amounts of aid. These 
conditions do not exist in most underdeveloped countries. Economic 
development requires an entirely different approach than economic 
recovery. It therefore seems to the subcommittee unrealistic to talk 
of a ‘‘Marshall plan for Asia.”’ 

Asia has serious economic problems, and it is in the interest of the 
United States to help Asians solve those problems, but the solutions 
which must be applied are different from those which were used so 
successfully in Europe. 

Another problem which deserves attention, though it is somewhat 
peripheral to the central point of the subcommittee’s study, is the 
matter of local currency counterpart funds. 

The Economic Cooperation Act of 1948 required countries receiving 
grant aid under the Marshall plan to deposit an equivalent amount of 
their local currency in a special account. A certain percentage of 
this account was for the use of the United States in defraying its 
local currency expenses; the balance was to be used for projects, 
jointly agreed to by the United States and the recipient country, for 
furthering economic recovery. Thus, the dollars which the United 
States appropriated for the aid program would do a kind of double 
duty—once as dollars and once as foreign currency. 

A further advantage of the counterpart fund requirement arose 
out of the method in which aid was extended—that is, through the 
government of the recipient country for sale to its people for local 
currency and not directly from the United States as a gift to the 
ultimate consumers. A Tae such as counterpart funds enabled the 
United States to retain some degree of control over the ultimate use 
of the local currency which accrued to foreign governments as a 
result of grant dollar aid. Otherwise, foreign governments would 
Bane been presented with budgetary windfalls financed by the United 

tates. 

As the various programs of American foreign aid spread from Europe 
to the underdeveloped parts of the world, counterpart funds, with 
some modifications, spread with them. Additional local currency, in 
a slightly different category, has more recently been generated by 
sales of surplus agricultural commodities. : 

The subcommittee believes the concept of counterpart funds is 
sound, but it is disturbed by a tendency which it has observed to 
furnish dollar aid simply for the sake of generating counterpart. 
This is indeed a classic case of the tail wagging the dog. In some 
instances, the reasoning of ICA seems to start ay the assumption 
that what a country needs is more money in its national treasury. 
This assumption, in turn, leads to a search for types of American aid 
which would generate the local currency to roe this money. 

Obviously, this is precisely the reverse of the process which should 
take place—namely, that after a clear showing is made that certain 
types of American dollar aid are needed and would produce results in 
the national interest, then a search should be made for ways to use the 
ensuing counterpart. The practice of financing imports for the sake 
of generating counterpart is especially pernicious when these imports 
take the form of luxury goods. 

The subcommittee realizes that many foreign nations have shortages 
of their own currency, both for private business investment and Te 
balancing the government’s budget. The subcommittee further re- 
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alizes that the impact of massive foreign aid is inflationary within the 
recipient country unless steps are taken either to reduce effective 
demand or to increase the supply of consumer goods. But when this 
inflationary impact is met by simply furnishing more aid to increase 
the supply of consumer goods, what it amounts to is that the: United 
States is giving a recipient country so much aid that it has to give still 
more in order to enable the country to assimilate that which it got in 
the first place. 

The subcommittee hopes it is not necessary to argue the point that 
obviously our foreign aid programs should not be on any such scale 
as this. Yet that is the scale which would be required if the attempt 
was made to transfer the techniques of the Marshall plan to Asia. 
Indeed, there is already evidence of it in a few countries. 

There are extreme instances when such action may be justified by 
urgent military or political situations. An example would be Korea 
during and immediately after the period of hostilities. But such ex- 
amples are very rare. American aid cannot take the place of sound 
fiscal policies within a recipient country. 

It should be made clear that technical assistance, as such, does not 

enerate counterpart. Technical assistance agreements, however, 
; provide for contributions to the program from the recipient coun- 
try. These contributions usually take the form of local currency, 
office space and equipment, the salaries of local personnel, and some 
— of supplies and equipment. In at least one instance that the 
subcommittee knows of, counterpart generated by economic aid has 
been used as the local government’s matching contribution to United 
States technical assistance. 

It is conceivable that in some circumstances technical assistance 
would be the best use to which counterpart could be put. But the 
sort of arrangement described above raises grave doubts as to whether 
the economic aid in question was not in fact furnished primarily to 
generate the counterpart needed for technical assistance. The sub- 
committee strongly deprecates such action. 


X. EFFECTIVENESS OF THE ADMINISTRATION OF TECHNICAL AssIST- 
ANCE IN ADVANCING THE ForrEIGN Po.icy or THE UNITED STATES 


The subcommittee finds that although the administration of tech- 
nical assistance has been helpful in advancing the foreign policy of 
the United States, it has not been as effective as it might be. 

Some of the factors involved in this conclusion have been discussed 
earlier in this report—inadequate planning, a tendency to attempt 
to accomplish too much too soon, insufficient attention to the absorp- 
tive capacity of recipient countries and to the social and political 
implications of technical change. 

m the whole, the program has been of greater technical than 
political effectiveness. Political results are, of course, more difficult 
to measure and also take longer to manifest themselves. The sub- 
committee does not intend to imply that the program has been 
totally ineffective in advancing the foreign policy of the United 
States. Such a conclusion would call for a recommendation that the 
program be abandoned. On the contrary, the subcommittee believes 
the program has been effective in advancing American foreign policy 
and that it should be continued and strengthened. The subcom- 
mittee’s point is that the program could be even more effective. 
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One of the principal ways in which this could be done is through 
relating the program’s activities more precisely to the foreign polic 
objectives of the United States. A perceptive American put it this 
way on the basis of his observation of the technical assistance program 
in a number of underdeveloped countries: 

* * * T have no doubt at all that technical assistance, if administered with 
commonsense and if the programs are meshed into gear with our foreign policy 
objectives, can do much to further the foreign policy of the United States. How- 
ever, speaking of my observation of technical assistance in genera] * * * I 
should say that it is a frequent and no doubt natural impulse on the part of our 
experts to advocate grandiose programs in a variety of fields simply because the 
experts are carried away by their enthusiasm for their own speciality. I recall 
in Egypt, for example, part of the TCA mission who were riding off hell for 
leather across the desert to plant grasses where no grass had grown since the 
great Pyramids of Cheops were erected, while in other parts of that interesting 
country other zealots were urging the bewildered fellaheen to dig pit privies. 
None of these projects had the slightest effect on the foreign policy of the United 
States. However, if * * * our technical assistance programs are carefully 
tailored to the requirements of a country, and if we follow the rule of doing first 
things first and not everything all at once, in return for that standard of compe- 
tence by the recipient country which I insist is a necessary requisite to our grant- 
ing aid, I believe that these various forms of technical assistance can be a new 
intelligent and vital adjunct to American diplomacy. 

This is one reason the subcommittee is so insistent about a further 
integration of the International Cooperation Administration with 
the Department of State. The effectiveness of any single tool of 
foreign policy is limited. Although each, in the appropriate cir- 
cumstances, can contribute to attainment of the total foreign policy 
objectives of the United States, none can achieve those objectives in 
and of itself. ao nee 

It is as important to recognize the limitations of a program as to 
recognize its potentialities. Failure to do this in the period following 
enactment of the Act for International Development in 1950 led to 
many unrealistic expectations in regard to technical assistance, 
particularly in some underdeveloped countries. The process of 
bringing these extravagant hopes down to earth has been a rather 
painful one in some instances. 

There are two limitations on technical assistance which deserve 
more attention than they have always received. One of these is the 
absorptive capacity in recipient countries which has already been 
discussed at some length. The other is the supply of American 
technicians and administrators to carry out the program. 

This supply is extremely short, and ICA and its predecessors have 
encountered severe difficulties in recruiting personnel for the program 
at its past and present levels. This is one reason the subcommittee 
does not recommend an expansion of the program. 

The American engaged in technical assistance abroad should be 
first of all, of course, competent in his own specialty. In addition. 
ideally, he should also be familiar with the language, customs, and 
problems of the country to which he is assigned. Finally, he should 


be of a temperament which allows easy adjustment to different, and 
frequently difficult, environments, and he should combine a sympa- 
thetic understanding of the people among whom he is working with 
enthusiasm for his job. These last characteristics should be shared by 
his family. The technician should, in short, be not only a technician 
but also something of a linguist, a diplomat, a teacher, a sociologist, 
a cultura] anthropologist, and a missionary. 
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The number of Americans who meet all of these qualifications is not 
large, to put it mildly. It is particularly difficult to find people with a 
knowledge of Asian languages—so difficult, in fact, that if this require- 
ment were insisted upon technical assistance could hardly be carried 
out at all in some countries. Thorough orientation and_ briefing 
procedures can supply an initial workable familiarity with the customs 
and problems of a country, and with a real effort the language can be 
picked up in the course of the technician’s assignment More attention 
should be given to this language problem. ‘There are few better ways 
to qntablah rapport with a foreigner than to attempt to converse with 
him in his own language, even though it be spoken in a bad accent 
with worse grammar. Longer assignments than the present standard 
of 2 years would be helpful in this respect. On the other hand, there 
are even fewer Americans willing to live 4 years in some underdeveloped 
countries than there are those who are willing to live 2 years in such 
environments. 

Although a knowledge of customs, and even of language, can be 
acquired by a technician, and can therefore be waived to some extent 
in the recruitment process, the equally important characteristics of 
temperament and adaptability cannot be acquired if they do not already 
exist to a high degree. These characteristics should be insisted upon 
by ICA. It is better not to attempt a technical assistance project 
at all than to attempt it with technicians who irritate and offend 
the people they are supposed to help. 

The basic problem of recruiting for technical assistance is the nation- 
wide shortage in the United States of qualified people. Many of the 
limited number who are qualified have other jobs which they are 
unwilling to leave and which in many cases are as much in the national 
interest as is the technical assistance program. The problem involves 
the whole question of national policy toward the development and 
utilization of technical personnel and as such far transcends the scope 
of this subcommittee’s assignment. 


XI. Conciusion 


Technical assistance on a government-to-government basis is still 
a relatively new concept. Outside Latin America, the oldest country 
program has been underway scarcely 5 years. This is a brief period 
in which to launch and evaluate a long-range effort with as many 
implications as technical assistance. It has, in addition, been an 
extremely unsettled period with wars and threats of wars dominating 
the international scene and upsetting many otherwise well-laid plans 
for economic development. 

In these circumstances, it is perhaps only natural that the technical 
assistance program has not produced all the results of which it is 
potentially capable. Some of the money which the United States 
has invested in technical assistance over the last 5 years has been 
wasted; but this should not obscure the fact that most of the money 
has produced results in the national interest of the United States. 

This report ends, as it began, on this note of the American national 
interest which, the subcommittee repeats, is the only valid test of a 
foreign policy. There has occasionally been some reluctance to apply 
this test in direct and specific terms to technical assistance. This 
reluctance stems, in part, from a feeling that such application lends 
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credence to Communist propaganda that American aid programs of 
whatever kind are tools of imperialism designed to impose American 
dictates on newly independent countries. This reluctance is self- 
defeating in two respects. 

First, it induces skepticism of our real motives on the part of under- 
developed countries. The people of these countries are not prepared 
to believe that we are wholly altruistic. When we are not perfectly 
frank about our real motives, they are more likely to give credence 
to the Communist version. 

Second, this reluctance results in lack of understanding among the 
American people themselves. This accounts in part for the opposition 
to technical assistance and other forms of foreign aid as giveaway 


programs. 

There is no reason for the United States to be at all hesitant about 
justifying the technical assistance program on the basis of its real 
motivation; namely the national interest. Far from imposing Amer- 
ican imperialism on underdeveloped countries, as the Communists 
allege, the American national interest is in fact anti-imperialistic. 
Attempts to use the technical assistance program as an instrument 
of imperialism would produce the precise opposite of the results sought. 

This report has attempted to show that in many respects the national 
interests of the United States and of the underdeveloped countries 
coincide. So long as these countries retain freedom, independence, 
and economic growth as their national goals, the achievement, of those 
goals is in our interests as well as theirs. This is the sense in which 
technical assistance is a mutual, cooperative undertaking promoting 
the enlightened self-interest of all concerned. 

Although some mistakes and some false starts have been made in 
the technical assistance program in the last 5 years, there has also 
been progress in learning from the mistakes and in identifying the 
problems involved in a program of this character. In a number of 
countries, the technical assistance program has taken root. It would 
be a grievous error if, because of past mistakes, these roots were now 
destroyed. If the program is given sensible administration and if it 
is properly related to the overall objectives of our foreign pclicy, it 
can be reasonably expected to produce more results in the future than 
it has in the past. This is so not only because we can learn from past 
mistakes but also because the results of technical assistance are 
cumulative. 

The concept of technical assistance is sound. Despite some waste, 
the investment which the United States has made in the program is 
also sound. The results to date justify further investment; indeed, 
the dividends from the investment already made will not be fully 
realized unless the program is continued. 
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PREFATORY NOTE 


Senate Resolution 214, providing for a ‘full and complete study” 
of our technical assistance programs,. was introduced by Senator 
Mansfield February 23, 1954. The resolution was reported by the 
Foreign Relations Committee April 9, and, after also being approved 
by the Rules Committee, was agreed to by the Senate July 6, 1954. 

On August 11, as chairman of the Foreign Relations Committee, I 
appointed the following members of the committee to serve on the 
subcommittee created by the resolution: 

Senator Hickenlooper, chairman, and Senators Aiken, Capehart, 
Green, Fulbright, and Mansfield. 

On August 20, 1954, the Vice President appointed Senator Kennedy 
from the Senate at large to serve with the subcommittee. An addi- 
tional Republican Senator is still to be appointed by the Vice Presi- 
dent. 

The preliminary staff work of the subcommittee proceeded during 
the adjournment of the Senate, and the present document is the first 
result. It should prove an invaluable aid to the subcommittee in its 
work. 

ALEXANDER WILEY, 
Chairman, Committee on Foreign Relations. 
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FOREWORD 


In Senate Resolution 214, which was agreed to July 6, 1954, the 
Senate directed a subcommittee of the Foreign Relations Committee, 
in conjunction with two other Senators appointed at large by the Vice 
President, to make “‘a full and complete study of technical assistance 
and related programs.”’ 

The background information, documents, and data basic to such 
a study are published herewith for the use of the subcommittee, and 
in the hope that they will also be useful to the Senate at large 

The present document consists of three parts. First is a historical 
summary of the development of technical assistance, prepared by the 
staff of the subcommittee. Second, in appendix A, is a collection of 
documents relating to technical assistance, compiled by the staff. 
Third, in appendix B, is a series of statistical tables. Those tables 
dealing with United States bilateral programs were furnished the sub- 
committee by the Foreign Operations Administration. Those dealing 
with the multilateral programs of the United Nations and the Organi- 
zation of American States were taken from official publications. 

No inferences should be drawn as to the views of the subcommittee 
on the basis of any information which is included in, or omitted from, 
this document. 


Bourke B. HicKENLOOPER, 
Chairman, Subcommittee on Technical Assistance Programs; 


NOVEMBER 22, 1954. 
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I. BackGrounpD 


Technical assistance began when the man who invented the wheel 
told somebody about it. 

It has since played a large and significant role in human affairs, 
most of the time as a byproduct of military or business activity. 

When Alexander the Great built the port of Alexandria to support 
his conquests, he furnished technical assistance to Egypt in the process, 
though that was no doubt the last motive which entered his head, if, 
indeed, it occurred to him at all. The Romans were likewise great 
spreaders of technical assistance, again as a byproduct of military 
conquest. 

There are also early instances of technical assistance in the Far 
East. In the third or fourth century A. D., Chinese were brought to 
Japan to teach silk weaving. Somewhat later, Chinese were brought 
to Persia to teach pottery. 

The Renaissance was marked by a great increase in the inter- 
national interchange of technical information in Europe, but with the 
rise of mercantilism and economic nationalism, the export of technical 
knowledge came to be regarded as subversive. In 1679, for example, 
when the Spanish Ambassador to France engaged four master silk- 
makers and a number of workers to go to Spain, one of Louis XIV’s 
ministers ordered an official in Rouen to jail the would-be emigrants, 
to “provide scantily for their nourishment,” and especially to keep the 
masters in jail a long time, “so as to prevent other Frenchmen from 
taking the same road and transporting manufactures out of the 
kingdom.”’! 

he pull of commerce was too strong, however, and especially 
with the coming of the industrial revolution, the people of Western 
Europe poured all over the world, taking with them their skills and 
technical knowledge. Some of this know-how inevitably rubbed off 
on the indigenous peoples, but it did so through accident or coincidence. 
It was a byproduct of conquest, colonization, or commerce, but it was 
nontheless valuable and significant even though unplanned. 

By the second quarter of the 19th century, the United States, which 
was itself then receiving large amounts of technical assistance from 
Europe, began to extend technical assistance through the operations of 
private business and missionaries. 

In 1834, Eli Smith, a missionary from Connecticut, set up the first 
Arabic printing press in Syria, and the Presbyterian Board of Missions 
sent teachers and medical missionaries to Iran. The American Uni- 
vee of Beirut was founded by Presbyterian missionaries in 1868 
and the American College in Teheran was started as a boys’ school 
in 1872. 

‘Charles Woolsey Cole, Colbert and a Century of French Mercantilism, New York, 1939, vol. II, pp. 
140-141. Quoted in Eugene Staley, The Future of Underdeveloped Countries, New York, 1954, p. 27. 
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From the middle of the 19th century onward, American mission- 
aries of all denominations have built schools and hospitals all over the 
underdeveloped world. Beginving at about the same time, foreign 
governments themselves embarked on programs of buying technical 
assistance through contracts with private American citizens, In 
more recent years, private nonsectarian philanthropic organizations, 
such as the Rocketeller Foundation and the Ford Foundation, have 
also entered the field. And American business, which now has invest- 
ments of approximately $10 billion in underdeveloped countries, has 
trained thousands of foreign workers. 

Other sorts of private organizations in the United States have also 
increasingly entered the field of international technical assistance. 
The major farm organizations, for example, participate in farm youth 
exchange programs, and American labor organizations provide assist- 
ance designed to strengthen free trade unions abroad. 

The total of all of these types of nongovernmental technical assist- 
ance cannot be measured in dollar terms. Much of it, particularly 
that carried on by private firms, is indirect and is incidental to normal 
business operations. 

But there are enough measurements or indicators to make it certain 
that nongovernmental assistance far exceeds that which is extended 
through governmental programs. 

These governmental programs are usually dated from 1942, when op- 
erations were begun in Latin America,’ primarily with a view to increas- 
ing the production of war materials. Actually, however, the United 
States Government has been in the technical assistance business since 
the turn of the century. The roots of the program go back to the Pan 
American Sanitary Bureau, organized in 1902, and to the develop- 
ment program which the United States carried out in the Philippines 
and Puerto Rico beginning about the same time. 

The Philippine program was revived injthe Philippine Rehabilita- 
tion Act of 1946 which emphasized, among other things, technical 
training of Filipinos in the United States.’ The United States Infor- 
mation and Educational Exchange Act of 1948,‘ although concerned 
primarily with overseas information programs and cultural exchange 
activities, made provision for technical exchange programs. The 
International Aviation Facilities Act of 1948 ° provided for technical 
assistance in the fields of meteorology and civil aviation. The 
Economic Cooperation Act of 1948 ° and the China Aid Act of 1948’ 
likewise encompassed technical assistance among their broader pur- 
poses. The China Aid Act gave particular attention to the subject, 
and provided for the establishment of the Joint Commission on 
R Reconstruction to— 
formulate and carry out a program for reconstruction in rural areas of China, 


which shall include such research and training activities as may be necessary or 
appropriate for such 1econstruction.® 
2 See appendix A, document 2, p. 71. 


3 See appendix A, document 1, p. 67. 
« See appendix A, document 3, 


p. 74. 
§ See appendix A. document 6, p. 78. 
¢ See appendix A, document 4, p. 77. 
? See appendix A, document 5, p. 78. 
§ See p. 78. 
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Il. “Port 4” 
A. THE ORIGINAL CONCEPT 


In January 1949 President Truman in his inaugural address,’ 
listed four points as the basis of American foreign policy, ‘The first 
three of these points were support of the United Nations, world 
economic recovery, and collective defense against ession. ‘The 
fourth called for a ‘‘bold new program for making the benefits of our 
scientific advances and industrial progress available for the improve- 
ment and growth of underdeveloped areas.” ” 

The “point 4” program has since come to be thought of as synony- 
mous with technical assistance. Actually, however, as outlined in 
the President’s inaugural address and elaborated upon in his message 
to Congress of June 24, 1949," it was considerably broader. It was a 
program of international economic development, of which technical 
assistance was only one element. The other principal element was 
capital investment, which was envisaged as coming from the Export- 
Import Bank, the International Bank for Reconstruction and Devel- 
opment, and private sources, There was no recommendation, for 
Government grants of capital. There was, instead, a recommenda- 
tion for guaranties by the Export-Import Bank of private. foreign 
investments against risk of loss— 
through expropriation without compensation, unfair or discriminatory treatment, 
destruction through war or rebellion, or the inability to convert their earnings 
into dollars." 

Technical assistance and capital investment were seen as closely 
related in the developmental process. 


Technical assistance— 
said the President in his message in June— 


is necessary to lay the groundwork for productive investment. Investment, in 
turn, brings with it technical assistance. In general, however, technical surveys 
of resources and of the possibilities of economic development must, precede sub- 
stantial capital investment. Furthermore, in many of the areas concerned, 
technical assistance in improving sanitation, communications, or education is 
required to create conditions in which capital investment can be fruitful.¥ 


President Truman justified the program from the point of view of 
the United States on these grounds: 

Unless the underdeveloped countries ‘‘create a firm economic base 
for the democratic aspirations of their citizens,” they “will be unable 
to meet the expectations which the modern world has aroused in their 
peoples,’’ and “‘if they are frustrated and disappointed, they may turn 
to false doctrines which hold that the Way of progress lies through 
tyranny.’”’ 

An increase in the productivity and purchasing power of the under- 
developed countries would benefit United States industry and agricul- 
ture and increase American economic stability. 

Economic development of underdeveloped areas would promote 
“the growing system of world trade which is necessary for European 
recovery.”’ ® 

* See appendix A, document 14, p. 101. 


19 See p. 101. 
1! See appendix A, document 15, p. 102. 
2 See p. 105. 
4 See p. 103. 
4 See p. 103. 
15 See p. 103. 
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“The development of these areas will strengthen the United Nations 
and the fabric of world peace.” '® 

Technical assistance was not defined in detail, but two points were 
emphasized: First, that— 
the major effort * * * must be local in character; it must be made by the people 
of the underdeveloped areas themselves.!” 


Second, that technical assistance would include— 


not only medical and educational knowledge, and assistance and advice in such 
basic fields) as sanitation, communications, roadbuilding, and governmental 
services, but also, and perhaps most important, assistance in the survey of re- 
sources and in planning for long-range economic development."® 


The President pointed out that specific types of assistance and 
specific benefits which could be expected from it— 


can only be revealed by studies and surveys undertaken as a part of the program 
itself. 


B. THE ACT FOR INTERNATIONAL DEVELOPMENT 


The technical assistance program was authorized by the Act for 
International Development (title IV of Public Law 535, approved 
June 5, 1950).” ; ; 

This act was premised upon a finding by Congress that the— 
peoples of the United States and other nations have a common interest in the 
freedom and in the economic and social progress of all peoples. Such progress 
can further secure the growth of democratic ways of life, the expansion of mutually 
beneficial commerce, the development of international understanding and good 
will, and the maintenance of world peace.”! 


It was declared to be— 


the policy of the United States to aid the efforts of the peoples of economically 
underdeveloped areas to develop their resources and improve their working and 
living conditions by encouraging the exchange of technical knowledge and skills 
and the flow of investment capital to countries which provide conditions under 
which such technical assistance and capital can effectively and constructively con- 
tribute to raising standards of living, creating new sources of wealth, increasing 
productivity and expanding purchasing power.” 

The act laid down certain preconditions as necessary for technical 
assistance to be of maximum value. Principal among these were an 
“understanding of the mutual advantages” and “confidence of fair and 
reasonable treatment.”* In the case of investment, the act continued, 
this involved: 

Confidence in the underdeveloped countries that investors— 
will conserve as well as develop local resources, will bear a fair share of local 
taxes and observe local laws, and will provide adequate wages and working 
conditions for local labor.*4 


Confidence on the part of investors that— 


they will not be deprived of their property without prompt, adequate, and 
effective compensation; that they will be given reasonable opportunity to 
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remit their earnings and withdraw their capital; that they will have reason- 
able freedom to manage, operate, and control their enterprises; that they 
will enjoy security in the protection of their persons and property, including 
industrial and intellectual property, and nondiscriminatory treatment in 
taxation and in the conduct of their business affairs.* 


The act also laid down a number of guidelines for administering 
the technical assistance program. It emphasized the participation of 

rivate agencies and the efforts of the country receiving assistance. 
Not only was the recipient country to pay “a fair share of the cost 
of the program,” * but it was also to take other steps necessary to 
make effective use of the assistance it received. Among the factors 
to be taken into consideration in reviewing requests for assistance 
were: whether the assistance— 


is an appropriate part of a program reasonably designed to contribute to 
the balanced and integrated development of the country or area concerned ;?" 

whether any works or facilities which may be projected are actually 
needed in view of similar facilities existing in the area and are otherwise 
economically sound ;*8 

with respect to projects for which capital is requested, whether private 
capital is available either in the country or elsewhere upon reasonable terms 
and in sufficient amounts to finance such projects.”® 


Further, the administration was directed to give— 


due regard * * * to the possibilities of achieving satisfactory results * * * as 
evidenced by the desire of the country requesting [assistance] (1) to take steps 
necessary to make effective use of the assistance made available, including the 
encouragement of the flow of productive local and foreign investment capital 
where needed for development; and (2) to endeavor to facilitate the development 
of the colonies, possessions, dependencies, and non-self-governing territories 
administered by such requesting country so that such areas may make adequate 
contribution to the effectiveness of the assistance requested.%° 


Besides a general undertaking to pay ‘‘a fair share” of the cost 
and to endeavor to ‘‘make effective use’’ of the results of the program, 
countries receiving assistance were also expected to: | 

Provide “all necessary information” concerning the program 
and give the progeans “full publicity.” *! 
_ Seek ‘‘to the maximum extent possible full coordination and 
integration of technical cooperation programs being carried on 
in that country.” * 
_ Cooperate “with other countries participating in the program 
in the mutual exchange of technical knowledge and skills.” 

_ Finally, participating countries were to “be encouraged to estab- 
lish fair labor standards of wages and working conditions and manage- 
ment-labor relations.’ * 

% See p. 79. 

3% See p. 81. 

57 See p. 80. 

38 See p. 80. 

# See p. 80. 

30 See p. 81. 

31 See p. 81. 

32 See p. 81. 


% See p. 81, 
4 See p. 81. 
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Ill. Score or tHe TEcHNICAL ASSISTANCE PROGRAM 


A. DEFINITION 


The Act for International Development defined “technical coopera- 
tion programs” as— 
programs for the international interchange of technical knowledge and skills 


designed to contribute to the balanced and integrated development of the eco- 
nomic resources and productive capacities of economically underdeveloped areas. 


These activities, it continued— 


may include, but need not be limited to, economic, engineering, medical, educa- 
tional, agricultural, fishery, mineral, and fiscal surveys, demonstration, training, 
and similar projects that serve the purpose of promoting the development of 
economic resources and productive capacities of underdeveloped areas. 

Specifically excluded were: 

Activities authorized by the United States Information and 
Educational Exchange Act unless primarily related to economic 
development. 

Activities undertaken pursuant to the International Aviation 
Facilities Act. 

Activities pursuant to the Philippine Rehabilitation Act. 

Activities pursuant to the Foreign Assistance Act of 1948. 

Activities in the administration of areas occupied by the 
United States Armed Forces. 

i NORD of the Economic Cooperation Administration in 
orea. 

This definition was changed in three respects in the Mutual Security 
Act of 1954. First, the programs were to be— 
designed to contribute primarily to the balanced and integrated development of 
the economic resources afid productive capacities of economically underdeveloped 
areas. 

Second, where the 1950 act had said the programs “‘may include, 
but need not be limited to” various specific fields of activity, the 1954 
act declares they “shall be limited to” these fields.* The list of 
fields, however, is broadened to include labor, forestry, and training 
in public administration, as well as those named in the 1950 law, and 
the purposes which may be served by demonstration, training, and 
similar projects are broadened to include promotion of the trade of 
economically underdeveloped areas as well as the development of 
their economic resources and productive capacities. 

Finally, activities pursuant to the Philippine Rehabilitation Act 
and to the Foreign Assistance Act of 1948 and those undertaken in 
Korea by the Economic Cooperation Administration are no longer 
listed among those excluded from the meaning of “technical coopera- 
tion programs.”’ The two laws mentioned are no longer in effect 
and the ECA has ceased to exist. 

“Underdeveloped” is a relative term. Every country in the world 
is underdeveloped to a certain extent. But Congress has never 
attempted a precise definition of where the technical-assistance pro- 
gram should be carried on. In its report on the Act for International 
Development, the Foreign Relations Committee said that— 


35 See p. 83. 
% See appendix A, Doc. 11, p. 91. 
37 See p. 91. 


38 See p. 91. 
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the term “underdeveloped areas” as used here means those areas of the American 
Republics, the Far East, the Near East, and Africa, where low standards of 
living generally prevail.* 

This definition excludes Europe, but it does not define “low stand- 
ards of living” in the other areas of the world. In practice, virtually 
every non-European, non-Soviet country in the world has been con- 
sidered as potentially eligible for technical assistance, and most. of 
them have received it. 

Even in Europe, there have been substantial programs which 
amounted to technical assistance though they were carried on under 
authority other than that contained in the Act for International 
Development. ECA and MSA, for example, emphasized industrial 
productivity and gave substantial technical help to Western European 
industry in this connection. FOA has conducted exchange of persons 
programs in Europe with the same end in view. Total obligations 
for this sort of activity from the beginning of the European recovery 
program, April 3, 1948, to June 30, 1954, were slightly more than $60 
million. 

B, RELATION TO ECONOMIC ASSISTANCE 


The problem of drawing a line between economic assistance and 
technical assistance has been a recurrent topic of consideration by 
Congress in its annual reviews of the program. In fiscal 1952, the 
line was not drawn at all in either the authorization or appropriation 
acts, though the record of the hearings indicates that this was by no 
means from lack of congressional concern over the matter. 

In reporting on the authorization for fiscal 1953, the Senate Foreign 
Relations Committee called attention to the Administration plans to 
spend four times as much for supplies and equipment as for technicians 
and trainees and declared: 

The committee * * * believes that there may be a tendency on the part of 
some officers concerned with the TCA programs gradually to emphasize com- 
modity and end-item types of assistance rather than technical assistance. The 


committee feels that changes of emphasis in that direction would be 
unwise * * *,40 


The same year, the House Foreign Affairs Committee commented: 


In examining the particular projects, country by country, the committee was 
impressed by the heavy outlays for supplies and equipment in some countries, 
notably India and Pakistan. This suggests a strong movement toward a com- 
modity program at the expense of an exchange of technical skills. The committee 
expects that those administering TCA programs will show a firm determination 
that supplies and equipment, even though supporting technical assistance 
programs, will be reduced.*! 


The House committee also found— 


little evidence * * * that TCA officers have weighed too carefully the absorptive 
capacity of a country. 


_ In his message to Congress of June 23, 1954, President Eisenhower 
listed as one of the “fundamentals’’ essential to the success of technical 
cooperation programs that— 


they should provide experts and know-how rather than large amounts of funds or 
goods, although they should not be allowed to fail due to lack of necessary teaching 
and demonstration equipment.® 


% See appendix A, document 19, p. 111. 
# See appendix A, document 22, p 118. 
“i See appendix A, document 23, p. 118. 
42 See H. Doc. 449, 83d Cong., p. 3. 
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In its report on the Mutual Security Act of 1954, the House Foreign 
Affairs Committee declared it was “determined that the program hew 
to the line originally laid down” and that technical cooperation should 
not be ‘a thin disguise for a commodity program.” 

The distinction between “technical assistance” on the one hand and 
“economic assistance”’ or “development assistance” on the other will 
become more important in view of the congressional decision in the 
Mutual Security Act of 1954 that “development assistance” is to 
end June 30, 1955, while “technical assistance’”’ continues. 

The distinction—and relationship—between “defense support’’ and 
“technical assistance’ will likewise become more important, par- 
ticularly in underdeveloped countries, such as Pakistan and the 
Philippines, with which the United States has military assistance 
agreements. 

C. APPROPRIATIONS AND PERSONNEL 


Since the Act for International Development was passed in 1950, 
Congress has authorized approximately $600 million and has appro- 
priated approximately $500 million for technical assistance. The 
graph and the table on pages 57—59 show the wide annual fluctuations. 
In the last 2 years, however, appropriations have been stable at a 
level between $116 million and $117 million. 


Authorizations and appropriations for technical assistance (including contributions to 
multilateral programs) 


Authorization | Appropriation 


TT 2. lcd a, apne cadhesgalsech tehateibintiavteradbesnd 1 75, 000, 000 1 75, 000, 000 
a cehtienaeni ee 205, 198, 750 148, 116, 083 
I Se ete bey, nodachoboccapnactevcastas 153, 984, 500 116, 912, 501 
Deen ONNB. 60. .voaca tic cil eu Alli dk cee 136, 528, 000 116, 457, 621 

Oe ee ed edt aah 605, 711, 250 488, 386, 205 


1 Funds were authorized and appropriated in a lump sum for economic and technical assistance in fiscal 
year 1952. The figure $75 million was estimated as the technical assistance component by Administration 
witnesses before Senate Foreign Relations Committee. 


The technical assistance program is in operation in 38 countries 
of the Far East, Latin America, and the Near East and Africa, plus 
dependent overseas territories of European powers in Latin America 
and Africa, plus 16 countries of Europe where a technical exchange 
program is carried on. The program in Burma has been liquidated at 
the request of the Burmese Government, and the program in Saudi 
Arabia is in process of liquidation for the same reason. 


4 See appendix A, document 27, pp. 126, 127 
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Technical cooperation and technical exchange programs, fiscal years 1953-55 
[Obligations by area and country, United States and host country contribution *) 








Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 2 
Country, by area United Host United Host 
States country States country 





contribu- contribu- | contribu- | contribu- 
tion tion 3 tion tion # 
GTO Riatisn niece visenbsecd i occa Ce Linde cecrneasbapihpesepeshaais soccccen 
nile sabia ine Mgaiaings GOO Nice noences-s potitedipdabcokibeli mE ~conedas 
Belgium-Luxembourg....- i icatedtdied) ME Losceccnapeclocsdnepncecslorsundbecees 
ic dtdn» Acaatinann edt ET Rode ianeah i SOD Bb wodbdecahulhiebdddddcuccinbvurestugis 
SE EE Re Seite See Bh ehs come iemnehe eat aen ato ste 
Germany (Fed. Rep.) - -- BOO Vevden scl ee ORB OO [onc sn. n os n|eees-e enn nfescupeege<e 
Read sac oseingawauin DES ctossed (MET Pehosdbacensiiebaeskcentoapacettebut.. 
WES cishhodbnpshlepaned SE ieedigieeivadh SEE De chiisnsccéandspchebiendsdiidipho-sccnce 
Dictebcbavukesenesco SE Labghnignivncd? EE Laihih obigee ee wstdcenteibiabrococcece 
Netherlands. ..........-.- ET Tictek ce deidwel ° Mn Radict ah kadecdthidiiiankuie SHEE onncccee 
DOOD nin cuctsmensiprtie EE Se NE ae tt ee 
i de | (ED Bielieidecccsclenaiaiaeamibaans—coltes 
SOc idincesbesawesed _ | SAE RR RO Sy Ee. 
TR dint ait anin ede coocoopnubcctsedndahmahchibhtamiwedibétdbincakdlaste ccacsude 
United Kingdom --.......- Ec cwcgonccth ME teckuasbabanettieckedeeianccosce 
¥ hE Raa ids... .-0'--- de AEE Avachds kde la iiabitcc is -L-c..- 
United States Regional 
tr a ee. ode SOE (obcudaphed ivencessubbalebee icbcece 





Operating and miscellan- 
costs 

































j 
ee $5, 000, 000 ; 
ies... ines ~= =i 625, 000 ® 3,365,000 | 4,388,000 | 2,400,000 | 5, 400, 000 $ 
Deiseh...... iaeedcain cen 12, 617, 000 3, 256, 000 | 19,321,000 | 3,500,000 | 12, 752, 000 i 
Hensel. . gseocas, 1, 395, 000 223, 2, 629,000 | 3,000,000 | 3,400,000 | 2,361,000 
Gremee.:.... landausiee acm 1, 207, 000 3) 536, 000 @) 626, 000 () 
edie... Gee iee cca. 43, 577, 000 |100, 000,000 | 27,011,000 |156, 577,000 | 15, 400,000 | 157, 490, 000 
a, oS. eee 22, 546,000 | 16,000,000 | 12,917,000 | 18,000,000 | 8, 500, 000 , 682, 000 
iad nn SERIE comb 1, 828, 000 | 16,621,000 | 2,194,000 | 16,640,000 | 2,200,000] 4, 678, 000 
eb .<-Laaneaiecess~ 2 361,000 | 2,100,000} 1,483,000 | 1,500,000] 1,400,000 |............ 
pon ~ Ione 2, 623, 000 935,000 | 2,341,000 | 2,160,000 | 2, 200, 000 810, 000 ‘ 
966,000 | 1,190,000 | 2, 793, 000 903,000 | 2,000,000} 1,516,000 
1,548,000 | 1,383,006 | 1,164,000 | 2,250,000] 1,300,000] 1,712,000 
1, 174, 000 624,000 | 1, 490, 000 711,000 | 1, 400, 000 723, 000 f 
458, 000 () 869, 000 500, 000 780, 000 800, 000 
11, 593, 000 | 15, 120,000 | 8, 156,000 | 28,400,000 | 5,300,000 | 32,972, 000 
1, 604,000 | 1, 750, 000 896,000 | 2,000, 000 200, 000 |....-....... 
2, 131, 000 ® 3, 048, 000 ® 1, 000, 000 () 
1, 520,000 |.....-...... O74, O08 fc-.c...---.. EE Pk. -ncosece 
2 206,000 |.....--....-] 1,242,000 |-........... 2,215,000 |...........- 
4... eee 8 COR SOR dada... 23, 570,000 | 49, 535, 000 i 
5---dceeeaal of, 908, SOR ckeas-~.-- 3, 425,000 | 2, 501, 000 
-:..- eee O07, SONS cL... 3,515,000 | 2,000, 000 
Meo oy  <ge 7, 630,000 | 26, 749, 000 
ee TS oreeres en 5,000,000 | 13, 100, 000 
no-- 45-6525] 4,935,004-22)-...---- | 4,000,000 | 5, 185, 000 





000 3,651,600 | 1,965,000 | 1, 441, 500 

000 27,906, 400 | 3,070,000 | 34, 120, 000 

300 2; 230,000 | 1,657,000 | 1,841,600 

” 115, 800 2, 320,000 | 1,073,000 | 2/556, 000 
' 062, 000 967, 100 880,000 | 1, 265, 400 
100, 000 360, 000 467,000 | 1, 900, 000 
148, 600 104, 500 375, 000 162, 000 

2, 690, 400 775,200 | 1,364, 000 728, 700 
1, 134, 200 313, 000 875, 000 654, 000 
612, 000 673. 000 BORED Sncnicnitnnked 





See footnotes at end of table, p. 59. 
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Technicol cooperation and technical exchange programs, fiscal years 1958-55—Con. 
[Obligations by area and country, United States and host country contribution "J 


Fiscal year 1953 Fiscal year 1954 Fiscal year 19552 
ee eee pantheon ed 
Country, by area United Host United Host United Host 


States country States country States country 
contribu- | contribu- | contribu- | eontribu- | contribu- | eontribu- 


tion tion 3 tion tion 3 tion tion 4 
Latin America—Continued 

SG muccuuilt omedetasee« $545, 200 $895,400 | $1,035, 000 $919, 200 | $1, 267,000 | $3, 792,000 
Honduras..._.........-..- 629,200 | 1,985,800 | 1,087,400 | 2,030, 500 975, 000 705, 500 
BEI, oS cdce edn ces cclen 625, 400 702,000 | 1,375,400 | 1,618,900} 1,400,000 1, 145, 900 
IN, vi cnedcaracapy en 572, 100 976, 000 543,200 | 1,379,100 825, 000 1, 386, 700 
Panama... ....-..-------.. 657,100 |. 1,552,800 | 1, 141,100.|,. 1,181, 900 975,000} 1,117, 200 
PEE insncceacepapeae 1,031,200 | 1,008,000 | 1,249,900 |} 2,314,000 | 1,315,000 3, 273, 900 
Ws odd 5S. 53. 1,624,000 | 2,347,200 | 2,423,800 | 2,746,900 | 2,323,000 3, 823, 400 
WE ddvimawdswdsedtasd 132, 200 518, 000 220, 100 509, 500 400, 000 357, 000 
, Se 99,900 | 1,270,800 130,000 | 1,030,600 195, 000 1, 111, 000 
Dependent Overseas Ter- 

Se ie 36, 300 6, 300 1, 054, 000 212, 000 550, 000 | ~ 10, 750, 000 
Regional projects. -._-..-- LOOTED fies ccacscit ye OE eae O74, 00D Ficwcn--<<5, 
Domestic program costs_... GEM Beco cctnesan 000,000 |......2cscki ¥, 51S, O00 Or. kL 

Voluntary agencies and 

interregional projects. .}. 20. 5.05. cfo- Sci ucboense sd Ae Lea 588, 000: |...-.....-.. 
Less funds released from 


prior year’s programs. --|-.....------]------------ sige, ORE 1 .0<-ncnsccahltbauihtapehht dnéeharstee 


1 This table is a summary of the figures presented in appendix B. For further explanation of the figures, see 
footnotes to tables 2 (p. 147), 3 (p. 148), 5 (p. 149), 7 (p. 150), 9 (p. 151), 11 (p. 152), 13 (Dp. 164), 15 (p. 156),.17 
(p. 158), 19 (p. 160), and 21 (p. 162). 

2 Estimated figures, based on congressional presentation of June 1954. 

3 No information available on participating countries contributions in Europe and Greece and Turkey 
because of the different nature of the technical assistance program there, In the Far East for fiscal years 
1953 and 1954, host country contributions were not estimated, 

4In Europe, the technical assistance program is termed a “technical exchange program.’’ 

5 Not available. 

Personnel in the program numbered 3,227 June 30, 1954 (ncluding 
239 in Europe). This was an overall increase of 252 compared with 
June 30, 1953, when there were 2,975 personnel in the program 
(including 306 in Europe).“ 

Personnel has been a source of continuing concern, not only ‘to 
the congressional committees, but also to the administrators of) the 
program. 

Outstanding among the personnel problems have been those of 
recruitment. Many of the skills which are needed in the program are 
im none-too-abundant supply in the United States. Many of the 
persons possessing the necessary skills are reluctant to live under 
the conditions prevailing in many of the underdeveloped countries. 

One of the means of overcoming personnel recruitment. difficulties 
has been the university contract program, though personnel’ is by 
no means the only reason for this program. 

_ This program was begun in May 1952 when a 4-year contract was 
signed with Oklahoma A. and M. College to establish an agricultural 
and mechanical college in Ethiopia. Since that time, 41 American 
colleges and universities have signed 51 contracts for various kinds of 
technical assistance work in. 26 countries as of November 1, 1954. 
Most of these contracts are with a foreign university and are under- 
written by FOA. 

Under this type of arrangement, American faculty members. can 
- technical assistance work abroad without resigning their jobs ‘at: 

ome. 

A further advantage which is cited for university contracts is that 
they make greater use of private agencies and resources, 


“ See appendix B, table 23, p. 164, 
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IV. ORGANIZATION 


The Act for International Development conferred authority for 
carrying out the technical assistance program on the President and 
provided that the President could exercise that authority — 
through the Secretary of State or through any other officer or employee of the 
United States Government.‘ 

The Senate Foreign Relations Committee report noted that the 
committee had been— 
informed that the contemplated organization will be located in the State 
Department.** 

The provision of the act followed the recommendation of the Pres- 
ident which was based on the fact that a number of Federal agencies 
would be involved in the program. 


With such administrative flexibility— 
the President said— 


it will be possible to modify. the management of the program as it expands and 
to meet practical problems that will arise in its administration in the future.‘ 

From the beginning, the technical assistance program was divided 
between the Technical Cooperation Administration, established in the 
Department of State, and the Economic Cooperation Administration 
(later the Mutual Security Agency) operating independently. ECA/ 
MSA conducted the program in the Far East, the Institute of Inter- 
American Affairs (under TCA) conducted it in Latin America, and 
TCA conducted it elsewhere. 

In their report on the Mutual Security Act of 1951, the Senate 
Foreign Relations and Armed Services Committees, which had con- 
sidered the matter jointly, laid down elaborate ground rules delimiti 
the jurisdictional and operational spheres of ECA and TCA.* Eac 
could continue in the countries where it was then pent, but in 
no case were the two to maintain separate missions in the same 
country. ECA could operate technical assistance projects in coun- 
tries where it already had a mission, but except in India and Pakistan 
it was to establish no new missions without consultation with the 
Foreign Relations and Foreign Affairs Committees. TCA could 
establish missions in countries where it was not operating. 

The joint committee commented that — 
substantial grant-aid programs of the type administered by ECA in underde- 


veloped areas should be regarded as temporary, as contrasted with the longer- 
range technical assistance type of programs— 


and that — 


as soon as the need for such substantial grant-aid programs ceases to exist in any 
country, the TCA should take over the administration of United States aid of 
the continuing technical assistance type in such country. 
The joint committee laid down the further principle that— 

in the absence of compelling political considerations to the contrary— 
ECA-type assistance should be in the form of loans rather than 
grants — 

4 See p. 82. 

# See py 115, 


4? See p. 104. 
4 See appendix A, document 20, p. 116, 
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in all cases where the financial condition and the borrowing capacity of the country 
to be assisted is such as to justify such loan aid.*® 


The joint committee expressed the hope that technical assistance 
would— 
stimulate the desires— 
of underdeveloped countries— 


for the development of programs financed by international loans and private in- 
vestment, matched on the part of the recipient countries by a willingness to under- 
take the necessary actions. 

The same year, the House Appropriations Committee expressed 
concern at— 


the apparent dispersed efforts that are being made in the technical assistance and 
other development programs. 


The committee reached the— 
inescapable conclusion that lost motion and duplication of effort must result— 


e the fact that ECA and TCA operated in different areas of the 
world. 

In 1953, by the terms of Reorganization Plan No. 7," which became 
effective August 1 of that year, the President transferred the technical 
assistance program, including the Institute of Inter-American Affairs, 
to the Foreign Operation Administration, which was created to assume 
the functions of the Mutual Security Agency. 

This was in line with the often-expressed desire of Secretary of State 
Dulles to rid the State Department of operating functions and leave 
it primarily a policy organization. 

In the Mutual Security Act of 1954, Congress provided that— 


unless sooner abolished * * *, the Foreign Operations Administration shall cease 
to exist at the close of June 30, 1955—® 


and that after that date, the technical assistance program shall be 
carried on through the Secretary of State. 
The conference report on this act expressed the view that— 


the technical cooperation program is a long-range program representing an im- 
— feature of United States foreign policy, and hence should be placed in the 

epartment of State following the termination of the Foreign Operations Ad- 
ministration,™ 


The Senate Foreign Relations Committee report.* on the bill re- 
flected the same point of view. Commenting on existing adminis- 
trative arrangements, the House Foreign Affairs Committee said: 


* * * There is no one individual responsible solely for guiding and focusing 
attention upon technical cooperation. It is now part of an agency that has other 
responsibilities involving more costly operations. Technical cooperation tends 
to be a stepchild. Of all the parts of the program encompassed in this bill, this 
is the one that has the longest range possibilities. Nowbere in the present ad- 
ministrative organization is the technical cooperation program brought into focus 
asa@program. It is handled only on an area basis. he committee believes that 
what is needed is a single individual to concern himself with the total program 
and who will give it the stature and emphasis it merits as part of our foreign policy. 


49 See p. 117. 

® See appendix A, document 21, p. 117. 
" See appendix A, document 10, p. 89. 
® See p. 94. 

"See H. Rept. 2637, 83d Cong., p. 95. 
4 See appendix A, document 28, p. 127. 
% See appendix A, document 27, p. 126, 
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V. MULTILATERAL TECHNICAL ASSISTANCE PROGRAMS 
A. THE UNITED NATIONS 


In his discussion of point 4 in his inaugural address of 1949, President 
Truman said: 

We invite other countries to pool their technological resources in this under- 
taking. Their contributions will be warmly welcomed, This should be a coop- 
erative enterprise in which all nations work together through the United Nations 
and its specialized agencies wherever practicable * * *,5 

The U, N. and the Organization of American States had carried on 
limited technical assistance programs previously, but these were 
relatively uncoordinated and on a small scale. Shortly after the 
President’s speech, at the suggestion of the American representative 
in the Economic and Social Council of the U. N., a program of tech- 
nical assistance through the U. N. and its specialized agencies was 
drawn up on a scale estimated to cost $35 million for the first year. 

On August 15, 1949, the Economic and Social Council set up the 
expanded program of technical assistance,” to be carried out in part 
by the United Nations Technical Assistance Administration and in 
part by the various U. N. specialized agencies. A Technical Assist- 
ance Committee (TAC) of the Economic and Social Council, consist- 
ing of members of the Council, was established to make policy, and a 
Technical Assistance Board (TAB), consisting of the executive heads, 
or their representatives, of the U. N. and the participating specialized 
agencies, was established to exercise general operating control over 
the program. 

A list of 35 guiding principles was also adopted. These covered 
such things as qualifications of personnel, coordination of the work 
between the various specialized agencies, participation of recipient 
countries, and selection of projects. 

A “primary objective” was described as assistance to underdeveloped 
countries— 
to strengthen their national economies through the development of their industries 
and agriculture, with a view to promoting their economic and political independ- 
ence in the spirit of the Charter of the United Nations, and to insure the attain- 
ment of higher levels of economic and social welfare for their entire populations.™ 

Technical assistance was to be rendered only to or through govern- 
ments requesting it and in a form agreed to by those governments. 
Requesting governments were expected to perform as much of the work 
as possible in advance, to help the participating organizations obtain 
information about the problems on which assistance had been re- 
quested, and to give “full and prompt consideration to the technical 
advice they receive.” They were also expected— 

Normally to assume responsibility for a substantial part of the cost of 


technical services with which they are provided, at least that part which can 
be paid in their own currencies. 


To take steps to insure that their own resources— 


are mobilized, canalized, and utilized. 

To undertake the sustained efforts required for economie development, 
including continuing support and progressive assumption of financial re- 
sponsibility for the administration of projects initiated at their request under 
international auspices.* 





5 See p. 102. 
a —_ appendix A, document 31, p. 131. 


® See p. 135: 
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On the subject of the selection of projects, the ECOSOC statement of 
principles gave particular attention to the social consequences of 
technical change. 

The services envisaged— 
it said— 
should aim at increased productivity of material and human resources and a wide 
and equitable distribution of the benefits of such increased productivity, so as to 
contribute to the realization of higher standards of living for the entire popula- 
tions. Due attention and respect should be paid to the national sovereignty and 
national legislation of the underdeveloped countries and to the social conditions 
which directly affect their economic development. Requests for technical -assist- 
ance may therefore be approved which will help governments to take account, of 
the probable consequences of proposed projects for economic development in terms 
of the welfare of the population as a whole, including the promotion of full em- 
ployment, and also to take account of those social conditions, customs, and values 
in a given area which would directly influence the kinds of economic development 
that may be feasible and desirable. Similarly requests may also be approved for 
technical assistance to governments desiring to undertake the specific social 
improvements that are necessary to permit effective economic development and 
to mitigate the social problems—particularly problems of dislocation of family 
and community life—that may arise as a concomitant of economic change. As 
in any national program for economic development any increased services wnder- 
taken by the Government can be maintained, in the long run, only out of national 
production, special attention should be given in timing and emphasis to acti ities 
tending to bring an early increase in national productivity of material and human 
resources, 


Since its start of operations in 1950, the U. N. technical-assistance 
program has amounted to something more than $80 million, of which 
the United States has contributed approximately $50 million.’ More 
than 1,000 U. N. technicians have worked on more than 900 projects 
in 76 countries and territories. The U. N. has, in addition, provided 
a number of fellowships a year—the figure for 1953 was 1,750. 

For the first 3 years of the program, the United States supplied 60 
percent of the contributions. In 1954, this was reduced to 57.7 per- 
cent. The International Development Advisory Board (IDAB) has 
recommended a reduction to 50 percent, a goal endorsed by the 
Administration and strongly approved by the Foreign Relations Com- 
mittee in its report on the Mutual Security Act of 1954. The IDAB 
has also recommended, it should be noted, that the total size of the 
U. N. program be doubled over a period of 5 years. This would 
require a substantial increase in the absolute amount of the United 
States contribution, even though the relative size of that contribution 
declined. 

In all, 71 countries pledged contributions to the U. N. program in 
1954. 

The Economic and Social Council and the General Assembly have 
repeatedly raised the problem of financing the program on a long- 
range basis and have pointed to the difficulties involved in the present 
situation in which the program is subject to annual contributions 
and—in the case of many countries, including the United States—to 
annual actions by legislative bodies. 

When the U. N. program was established, the first $10 million of 
contributions, and 70 percent of the second $10 million, were dis- 

® See p. 136. 


$1 See appendix B, table 31, p. 172. 
% See S. Rept. 1799, 83d Cong., p. 111. 
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en to participating organizations according to the following 
scale: 





Percent 

i os en wn i a enien Wale uae eed 23 
International Labor Organisation... ... 2. .<.. 2... ee 11 
Food end Agriculture Organisation... ....................-...--..--- 29 
U. N. Educational, Scientific, and Cultural Organization _- ._-......-.--.-- 14 
International Civil Aviation Organization ah ee = a a ee ean ARON 1 
Cn ebcichbenediepceensaniteneene 22 
a on i eh edn aneneeeead 4 100 


The remainder of the contributions were to be distributed by the 
Technical Assistance Board. 

On July 29, 1954, the Economic and Social Council adopted a 
resolution ® scrapping this system of allocating funds and substituting 
allocations by TAB as authorized by TAC and based on country 
programs. No specialized agency, however, was to suffer a reduction 
of more than 15 percent in its allocation from the preceding year, 
unless the total financial resources of the program were reduced by 
more than 15 percent, in which case the greater reduction would be 
applied on a proportionate basis. 

In its report on the Mutual Security Appropriations Act for fiscal 
1955, the Senate Appropriations Committee raised for future con- 
sideration the possibility of appropriating United States contributions 
directly to the specialized agencies— 
rather than in the form of a blank check to a central fund which is under the con- 


we *~ the United Nations, including nations controlled or dominated by the 
, 5. R.M 


B. THE ORGANIZATION OF AMERICAN STATES 


On April 10, 1950, the Inter-American Economic and Social Council 
of the Organization of American States adopted a resolution © estab- 
lishing a multilateral program of technical assistance in the American 
Republica. It was to be administered, subordinate to the Council, 
by a Coordinating Committee on Technical Assistance, under the 
chairmanship of the Secretary General of OAS and composed of a 
representative of ‘the Pan American Union and the highest ranking 
official, or his representative, of each of the cooperating agencies. 

The resolution emphasized as of ‘fundamental importance” 
projects— 
designed to improve the standard of living of the population, especially nutrition, 


and those tending to assist the Governments of Member States to improve the 
health, housing, education, and social conditions of their populations.“ 


It continued: 


In initiating a project, account should be taken of the social effects of the impact 
of the anticipated economic or technical development on the peoples concerned, 
and the most advisable methods of meeting the consequent social problems should 
be stucied.® 


& See appendix A, Doe. 33, p. 1 
% See appendix A’ Doe. 29, p. 1 
65 See eoperets A, Doc. 34, p. 1 
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As in the United States and United Nations programs, the OAS 
resolution emphasized contributions of recipient countries, and said 
further: 

To obtain full benefit of the technical assistance received, Governments of 
Member States should act quickly, using all the resources available for the purpose, 


to develop national programs deemed necessary to spur their economic develop- 
ment. 


The OAS technical assistance program has totaled about $5 million 
in the last 4 years, with United States contributions amounting to a 
little more than $3.5 million, or about 70 percent of the total.” 

The program is limited to regional training centers in such fields as 
agricultural extension, hoof-and-mouth disease, home economics, 
housing, economic and financial statistics, evaluation of natural 
resources, and rural education. 


8 See p. 143. 
® See appendix B, table 36, p. 177, 
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APPENDIX A 


DOCUMENTS RELATING TO TECHNICAL ASSISTANCE 


I. Legislation and Executive Order 
1, PHILIPPINE REHABILITATION ACT OF 1946 
Public Law 370, April 30, 1946; Expired 


[Excerpt] 
* * * * * * 


TITLE III—RESTORATION AND IMPROVEMENT OF PUBLIC 
PROPERTY AND ESSENTIAL PUBLIC SERVICES 


Sec, 301, As a manifestation of good will to the Filipino people, there are 
hereby authorized to be appropriated, out of any money in the Treasury not 
otherwise appropriated, (1) the sum of $120,000,000, to be allocated from time 
to time, but not later than the fiscal year 1950, by the President of the United 
States among the various programs set forth in sections 302, 303, 304, and 305, 
and (2) such additional sums as may be necessary to carry out the purposes of 
sections 306 to 311, inclusive. 

PUBLIC ROADS 


Sxc. 302. (a) As recommended in a report based upon an investigation made 
in the Philippines by the Public Roads Administration of the Federal Works 
Agency and to the extent that the findings in such report are approved by the 
President, the Public Roads Administration is authorized, after consultation 
with the Philippine Government, to plan, design, restore, and build, in accord- 
ance with its usual contract procedures, such roads, essential streets, and bridges 
as may be necessary from the standpoint of the national defense and economic 
rehabilitation and development of the Philippines. 

(b) The Commissioner of Public Roads is authorized, under such regulations 
as he may adopt, to provide training for not to exceed ten Filipino engineers, to 
be designated by the President of the Philippines from the regularly employed 
staff of the Philippine Public Works Department subject to the provisions of 
section 311 (c), in the construction, maintenance, and highway traffic engineerin, 
and control necessary for the continued maintenance and for the efficient an 
safe operation of highway transport facilities. 


PORT AND HARBOR FACILITIES 


Sxc. 303. (a) As recommended in a report based upon an investigation made 
in the Philippines by the Corps of Engineers of the United States Army and to 
the extent that the findings in such report are approved by the President, the 
Corps of Engineers is authorized, after consultation with the Philippine Govern- 
ment, to carry out a program for the rehabilitation, improvement, and construc- 
tion of port and harbor facilities in the Philippines, such work to be done by 
contract, insofar as practicable, under the direction of the Secretary of War and 
the supervision of the Chief of Engineers, and in accordance with established 
procedures applicable to river and harbor projects. 

(b) The Chief of Engineers of the Army is authorized, under such regulations 
as he may adopt, to provide training for not to exceed ten Filipino engineers, to 
be designated by the President of the Philippines from among the engineer officers 
of the Philippine Army and the regularly employed staff of the Philippine Public 
Works Department subject to the provisions of section 311 (c), in the construc- 
tion, improvement, and maintenance of port facilities and other works of improve- 
ments on rivers and harbors. 
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PUBLIC PROPERTY 


Sec. 304. The Philippine War Damage Commission, within the limits of the 
appropriations allocated to it for carrying out the provisions of this section, is 
authorized to compensate the Commonwealth of the Philippines (or the Republic 
of the Philippines), the provincial governments, chartere:! cities, municipalities, 
and corporations wholly owned by the Commonwealth of the Philippines (or the 
Republic of the Philippines), in the Philippines, for physical loss of or damage to 
public property in the Philippines occurring after December 7, 1941 (Philippine 
time), and before October 1, 1945, as a result of the perils listed in section 102 
(a) hereof, in any case in which compensation for such losses or the rebuilding, 
repair, or replacement of the lost or damaged property is not provided for by 
the transfer of surplus property under section 201 hereof, or pruvided for under 
the provisions of this title other than this section or otherwise provided for by 
the United States Government or any department or agency thereof. To the 
fullest extent practicable, the Commission shall require that. any lost or damaged 
property for which it decides to award compensation un¢er this section shall be 
rebuilt, replaced, or repaired before payments of money are actually mace to 
claimants uncer this section. The Commission in its ciscretion may request the 
Feceral Works Agency or the Corps of Engineers of the United States Army to 
undertake, after consultation with the Philippine Government, the rebuilcing, 
repair, or replacement of property for which the Commission awards compensa- 
tion under this section, and, from the funds available for carrying out the pro- 
visions of this section, may transfer to such Agency or Corps of Engineers the 
funds necessary to pay for the work requested. The Federal Works Agency and 
the Corps of Engineers are authorized to rebuild, repair, or replace weperey in 
accordance with any such request of the Commission and to expend the funds 
so transferred to them for such purpose. The Commission shall have full power 
to select, and fix the priority of, cases in which compensation will be awarded or 
property rebuilt, repaired, or replaced uncer this section, and to determine the 
amount of such compensation and the extent to which such property will be 
rebuilt, repaired, or replaced, taking into account the relative importance of 
various projects to the reconstruction and rehabilitation of the economy of the 
Philippines and such other factors as the Commission deems relevant. 


PUBLIC HEALTH 


Src. 305. (a) The Public Health Service of the Federal Security Agency is 
authorized to cooperate with the Government of the Philippines (Republic of the 
Philippines), and with other appropriate agencies or organizations, in the rehabili- 
tation. and development of public health services and facilities throughout the 
Philippines. 

(b) To accomplish such purposes the Public Health Service shall at the earliest 
practicable time survey the health situation in the Philippines, and is authorized 
to replace, expand, or install such health services and facilities in the Philippines 
as are deemed essential to preservation of health, and may assist in the rehabilita- 
tion and development of a Philippine quarantine service for prevention of intro- 
duction of disease from abroad or from one island to another. The Public Health 
Service may set up demonstrations and establish training centers in the Philip- 
pines; may establish and maintain in the Philippines a school or schools for the 
purpose of providing practical instruction in public health; and may, at any time 
prior to January 1, 1948, provide one year of training in appropriate schools or 
colleges in the United States to not more than one hundred Filipinos, to be desig- 
nated by the President of the Philippines subject to the provisions of section 
311 (c), in public health methods and administration. It may replace equipment 
and supply reasonably necessary additional equipment, utilizing for this purpose, 
so far as possible, surplus property, and may recommend to the Commission the 
repair or construction under the provisions of section 304, at any time prior to 
July 1, 1950, of buildings deemed essential to the rehabilitation of public health 
and quarantine functions. 


INTER-ISLAND COMMERCE 


Szc. 306. (a) In order to restore and improve inter-island commerce in the 
Philippines, notwithstanding the provisions of any existing law, the United States 
Maritime Commission is authorized to charter under such terms and conditions 
(including nominal rates of charter hire) vessels suitable for operation in the inter- 
island commerce of the Philippines to individuals, corporations, or cooperatives 
or other forms of business organizations in the Philippines if the Commission 
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determines that they possess the ability, experience, financial resources, and other 
qualifications, necessary to enable them to operate and maintain the vessel in the 
inter-island commerce in the Philippines: Provided, That any charter entered into 
under the authority of this section shall contain a provision requiring that the 
vessel shall be operated only in the inter-island commerce in the Philippines. 

(b) The Chairman, United States Maritime Commission, is hereby authorized 
to permit not exceeding fifty Se each year prior to July 1, 1950, to be desig- 
nated by the President of the Philippines subject to the provisions of section 
$11 (ce), to receive instruction in the United States Merchant Marine Cadet Corps 
and at a United States Merchant Marine Academy. The persons receiving 
instruction under authority of this section shall receive the same pay, allowances, 
and emoluments, to be paid from the same appropriations, and, subject to such 
exceptions as may be determined by the Chairman, United States Maritime 
Commission, shall be subject to the same rules and regulations governing admis- 
sion, attendance, discipline, resignation, discharge, dismissal, and graduation, as 
cadet midshipmen at the Merchant Marine heading appointed from the United 
States; but such persons shall not be entitled to appointment to any office or 
position in the United States merchant marine by reason of their graduation 
from the Merchant Marine Academy. 


INTER-ISLAND AIR NAVIGATION 


Sec. 307. (a) The Administrator of Civil Aeronautics of the Department of 
Commerce is authorized to acquire, establish, operate, and to maintain a system 
of air-navigation facilities and associated airways communications services in the 
Philippines for inter-island airways operation and to connect the Philippine air- 
ways with international and interoceanic routes. 

(b) The Administrator of Civil Aeronautics is authorized, under such regula- 
tions as he may adopt, to train not exceeding fifty Filipinos each year prior to 
July 1, 1950, to be designated by the President of the Philippines subject to the 
provisions of section 311 (ce), in air-traffile control, aircraft communications, main- 
tenance of air-navigation facilities, and such other airman functions as are deemed 
necessary for the maintenance and operation of aids to air navigation and other 
services essential to the orderly and safe operation of air traffic. 


WEATHER INFORMATION 


Src. 308. (a) The Chief of the Weather Bureau of the Department of Com- 
merce is authorized to establish meteorological facilities in the Philippines as 
may be required to provide weather information, warnings, and forecasts for 
general agricultural and commercial activities, including meteorological service 
for the air routes on which air-navigation facilities are operated by the Civil 
Aeronautics Administration, and to maintain such meteorological offices until 
the Philippine Weather Bureau is reestablished and in position to assume 
responsibility for the service. 

(b) The Chief of the Weather Bureau of the Department of Commerce is 
authorized, under such regulations as he may adopt, to train not to exceed fifty 
Filipinos in the first year and not to exceed twenty-five Filipinos in each succeeding 
om prior to July 1, 1950, the trainees to be designated by the President of the 

hilippines subject to the provisions of section 311 (¢), and the training to include 
meteorological observations, analyses, forecasting, briefing of pilots, and such 
other meteorological duties as are deemed necessary in maintenance of general 
weather service, including weather information required for air navigation and 
the safe operation of air traffic. The training of these employees shall be in 
addition to and not in lieu of Weather Bureau employees to be trained under 
current Weather Bureau appropriations. 


PHILIPPINE FISHERIES 


_ Sec. 309. (a) The Fish and Wildlife Service of the Department of the Interior 
is authorized to cooperate with the Government of the Philippines, and with other 
appropriate agencies or organizations, in the rehabilitation and development of 
the fishing industry, and in the investigation and conservation of the fishery 
resources of the Philippines and adjacent waters. 

(b) To accomplish such purposes the Fish and Wildlife Service shall conduct 
oceanographic, biological, fish cultural, technological, engineering, statistical, 
economic, and market development studies and demonstrations and fishery 
explorations, and in conjunction therewith may establish and maintain a voca- 
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tional school or schools of fisheries in the Philippines for the purpose of providing 
practical instruction and training in the fisheries; and may, at any time prior to 
July 1, 1950, provide one year of training to not more than one hundred and 
twenty-five Filipinos, to be designated by the President of the Philippines subject 
to the provisions of section 311 (c), in methods of deep-sea fishing and in other 
techniques necessary to the development of fisheries. 

(c) The Fish and Wildlife Service is authorized to acquire, construct, maintain, 
equip, and operate such research and experimental stations, schools, research and 
exploratory fishing vessels, or any other facilities in the Philippines that may be 
necessary to carry out the purposes of this section. 

(d) e United States Maritime Commission is authorized, upon recommenda- 
tion of the Fish and Wildlife Service of the Department of the Interior, to make 
arrangements for the transfer by sale or charter of small vessels, considered by 
the United States Maritime Commission to be satisfactory for the purpose, to 
be used in the establishment and continuance of a fishing industry to be operated 
in or near the Philippines. Such transfers may be made on such terms and 
conditions, including transfer for a nominal consideration, as the United States 
Maritime Commission may approve, but only if, in the opinion of the Fish and 
Wildlife Service, such small vessels so to be used for Philippine Island fishing are 
not needed by the fishing industry of the United States, its Territories, and 
possessions. 

COAST AND GEODETIC SURVEYS 


Sec. 310. The Coast and Geodetic Survey of the Department of Commerce 
is authorized to continue, until June 30, 1950, the survey work which was being 
conducted by it in the Philippines prior to December 7, 1941. The Director of 
the Coast and Geodetic Survey is authorized to train not exceeding twenty 
Filipinos each year prior to July 1, 1950, to be designated by the President of the 
Philippines subject to the provisions of section 311 (c), in order that they may 
become qualified to take over and continue such survey work on and after July 1, 
1950, and to pay all expenses incident to their temporary employment and 
training. 

GENERAL PROVISIONS 


Sec. 311. (a) The Government of the Philippines shall provide all lands, 
easements, and rights-of-way necessary for the execution of the projects herein 
authorized. 

(b) The several bureaus and ogmecier of the Government authorized by this 
title to undertake projects in the Philippines are hereby authorized, in the prose- 
cution of such projects, to cooperate with the Government of the Philippines, 
and to accept contributions of labor, materials, and money from such government 
and its political subdivisions and to utilize such labor, materials, and money in 
the prosecution of such projects. 

(co) Wherever in this title the training of Filipinos at the expense of the United 
States Government is authorized, the head of the bureau or agency under whose 
supervision or control the training is given may establish minimum requirements 
as to education and experience, provide for competitive examinations, or establish 
such other standards for qualification for such training as in his judgment may seem 
necessary and advisable, and under such regulations as may be adopted from time 
to time may provide for the payment of all expenses incidental to such training, 
including, but not limited to, actual transportation expenses to and from and in 
the United States, allowances for tuition, educational fees, and subsistence. 

(d) Any Filipino who is designated for training or instruction as provided in this 
Aet may be admitted to the United States for such training or instruction upon 
certification to the Immigration and Naturalization Service by the head of the 
bureau or agency under whose supervision the training or instruction is to be given 
that such entry is necessary in connection with the training or instruction, not- 
withstanding the provisions of section 8 of the Act of March 24, 1934 (48 Stat. 
462; 48 U. 8S. C. 1238), and notwithstanding any provision of the laws of the United 
States relating to the immigration, exclusion, or expulsion, except registration and 
fingerprinting as provided in the Alien Registration Act of 1940 (8 U. 8. C. 451, 
an the following): Provided, That such admissions shall be deemed pursuant to 
section 3 (2) of the Immigration Act of 1924 (43 Stat. 154; 47 Stat. 607; 54 Stat. 
711; 8 U. 8. C. 203): Provided further, That the privilege of entering or remaining 
in the United States for such purposes shall end within a reasonable time, to be 
fixed by regulation of the Commissioner of Immigration and Naturalization with 
the approval of the Attorney General, after termination of the training or instruc- 
tion: Provided further. 


any time terminate the training or instruction of any person under this Act if in 
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his judgment the best interests of either the United States or the Philippines makes 
such action advisable, and his decision shall be final and conclusive: Provided 
further, That any such Filipino who shall fail to depart from the United States 
within the reasonable time fixed by regulation, as herein prescribed, shall be sub- 
ject to being taken into custody and deported, as provided by section 14 of the 
mmigration Act of 1924 (43 Stat. 162; 8 U. S. C. 214). 
(e) Unless otherwise provided by law this title, except the last proviso to sub- 
section (d) of this section, shall expire on June 30, 1950. 


TITLE IV—THE UNITED STATES HIGH COMMISSIONER 


Sec. 401. Until the Philippines attain their independence, the functions, 
powers, and duties exercised in the Philippines by any officer, employee, depart- 
ment, or agency of the United States in carrying out the provisions of this Act 
shall be exercised under the general supervision of the United States High Com- 
missioner to the Philippines, and the officers, employees, offices, missions, and 
other agencies exercising such functions, powers, and duties shall be deemed to be 
attached to the office of the High Commissioner. 

Sec. 402. On and after the date upon which the Philippines attain their inde- 
pendence the power, authority, duties, and functions authorized under this Act 
to be exercised by the High Commissioner to the Philippines shall vest in and be 
exercised by such representative or representatives of the United States as shail 
be appointed for that purpose by the President of the United States. 
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2. INSTITUTE OF INTER-AMERICAN AFFAIRS ACT 


Public Law 369, Eightieth Congress, Approved August 5, 1947, as Amended by 
Public Law 283, Eighty-first Congress, Approved September 3, 1949 


AN ACT To provide for the reincorporation of The Institute of Inter-American Affairs, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That there be, as of the date of enactment of this 
Act, created as an agency of the United States of America a body corporate with 
the name of “The Institute of Inter-American Affairs’ (in this Act called the 
“Tnstitute’’). 

Sec. 2. The purposes of this corporation are to further the general welfare of, 
and to strengthen friendship and understanding among, the peoples of the Ameri- 
can Republics through collaboration with other governments and governmental 
agencies of the American Republics in planning, initiating, assisting, financing, 
administering, and executing technical programs and projects, especially in the 
fields of public health, sanitation, agriculture, and education. 

Src, 3. The Institute, as a corporation— 

(a) Shall have succession for a period of three years unless sooner dissolved 
by an Act of Congress.! 

(b) May adopt, alter, and use a corporate seal, which shall be judicially 
noticed. 

(c) May make and perform contracts with any individual, corporation, or 
other body of persons however designated, whether within or without the 
United States of America, and with any government or governmental agency, 
domestic or foreign. 

(d) Shall determine and prescribe the manner in which its obligations shall 
be incurred and its expenses allowed and paid. 

(e) May, as necessary for the transaction of the business of the Institute, 
employ officers, employees, agents, and attorneys in accordance with the provi- 
sions of the civil service and classification laws, except that the Institute may, 
without regard to the civil service and classification laws, employ, and fix 
the compensation of, officers, employees, agents, and attorneys of the Insti- 
tute employed for service outside the continental limits of the United States: 
Provided, That the salary of any person thus employed shall not exceed the 
maximum salary established by the classification laws, and that the Insti- 
tute may require bonds of any employee and pay the premiums of such bonds: 
Provided further, That no person who is a citizen of the United States not 
presently employed by the Institute of Inter-American Affairs or the Inter- 


1 By sec. 514 (b) of the Mutual Security Act of 1954, the Institute has succession until June 30, 1960. 
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American Educational Foundation, Inc., shall be employed under authority 
of this paragraph (e) until such person has been investigated by the Civil 
Service Commission: Provided further, That no person not a citizen of the 
United States shall be employed under authority of this paragraph (e) for 
service in any American Pepublic of which such person is not a citizen except 
with the specific approval of the Government of the American Republic 
concerned. 

(f) May acquire by purchase, devise, bequest, or gift, or otherwise, lease, 
hold, and improve such real and personal property as it finds to be necessary 
to its purposes, whether within or without the United States, and in any 
manner dispose of all such real and personal property held by it and use as 
general funds all receipts arising from the disposition of such property. 

(g) Shall be entitled to the use of the United States mails in the same 
manner and on the same conditions as the executive departments of the 
Government. 

(h) May, with the consent of any board, corporation, commission, inde- 
pendent establishment, or executive department of the Government, including 
any field service thereof, avail itself of the use of information, services, facili- 
ties, officers, and employees thereof in carrying out the provisions of this Act. 

(i) May accept money, funds, property, and services of every kind by 
gift, devise or bequest, or grant, or otherwise, and make advances and grants 
to any individual, corporation, or other body of persons, whether within or 
without the United States of America, or to any government or governmental 
agency, domestic or foreign, when deemed advisable by the Institute in 
furtherance of its purposes. 

(j) May sue and be sued, complain, and defend, in its corporate name in 
any court of competent jurisdiction. 

(k) Shall have such other powers as may be necessary and incident to 
carrying out its powers and duties under this Act. 

Sec. 4. Upon termination of the corporate life of the Institute all of its func- 
tions shall be liquidated and, thereafter, unless otherwise provided by Congress, 
the assets shall be transferred to the United States Treasury as the property of the 
United States. 

Src. 5. (a) The management of the Institute shall be vested in a board of 
directors (hereinafter referred to as the ‘‘Boaid”’) of not less than five in number, 
each of whom shall be appointed by the Secretary of State from among the officials 
and employees of the Department of State and, in the discretion of the Secretary 
of State and with the consent of the Chiefs of other departments or agencies respec- 
tively concerned from among the officials and employees of other United States 
Government departments and agencies: Provided, That no person shall be ap- 
ported as a director under authority of this paragraph (a) until such person has 

en investigated by the Federal Burzau of Investigation. 

8 tb) The Secretary of State shall designate one director as Chairman of the 
oard. 

(c) The directors shall hold office at the pleasure of the Secretary of State. 

(d) The directors shall receive no additional compensation for their services 
as directors but may be allowed actual necessary traveling and subsistence ex- 
penses incurred by them in the performance of their duties as directors. 

(e) The Board shall direct the exercise of all the powers of the Institute. 

(f) The Board may prescribe, amend, and repeal bylaws, rules, and regulations 
governing the manner in which the business of the Institute may be conducted 
and in which the powers granted to it by law may be exercised and enjoyed: 
Provided, That a majority of the Board shall be required as a quorum. 

(g) In furtherance and not in limitation of the powers conferred upon it, the 
Board may appoint such committees for the carrying out of the work of the 
Institute as the Board finds to be for the best interests of the Institute, each 
committee to consist of two or more of the directors, which committees, together 
with officers and agents duly authorized by the Board and to the extent provided 
by the Board, shall have and may exercise the powers of the Board in the manage- 
ment of the business and affairs of the Institute. 

Sec. 6. The Institute shall be a nonprofit corporation and shall have no capital 
stock. No part of its revenue, earnings, or other income or property shall inure 
to the benefit of its directors, officers, and employees and such revenue, earnings, 
or other income, or property shall be used for the carrying out of the corporate 
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purposes herein set forth. No director, officer, or employee of the corporation 
shall in any manner directly or indirectly participate in the deliberation upon or 
the determination of any question affecting his personal interests or the interests 
of any corporation, partnership, or organization in which he is directly or indirectly 
interested. 

Sec. 7. When approved by the Institute, in furtherance of its purposes, the 
officers and employees of the Institute may accept and hold offices or positions to 
which no compensation is attached with governments or governmentel agencies 
of the other American Republics. 

Src. §. The Secretary of State shall have authority to detail employees of the 
Department of State to the Institute under such circumstances and upon such 
conditions as he may determine: Provided, That any such employee so detailed 
shall not lose any privileges, rights, or seniority as an employee of the Government 
by virtue of such detail. 

Sec. 9. The principal office of the Institute shall be located in the District of 
Columbia, but there may be established agencies, branch offices, or other offices 
in any place or places within the United States or the other American Republics 
in any of which locations the Institute may carry on all or any of its operations 
and business under bylaws or rules and regulations. 

Sec. 10, The Institute, including its franchise and income, shall be exempt from 
taxation now or hereafter imposed by the United States, or any Territory, depend- 
ency, or possession thereof, or by any State, county, municipality, or local taxing 
authority. 

Sec. 11. The right to alter, amend, or repeal this Act is hereby expressly 
reserved. If any clause, sentence, paragraph, or part of this Act shall for an 
reason be adjudged by any court of competent jurisdiction to be invalid, doth 
judgment shall not affect, impsir, or invalidate the remainder of this Act, but 
shall be confined in its operations to the clause, sentence, paragraph, or part 
thereof directly involved in the controversy in which such judgment shall have 
been rendered. 

Sec, 12. The Institute of Inter-American Affairs and the Inter-American 
Educational Foundation, Inc., two Government corporations caused to be created 
under the laws of the State of Delaware on March 31, 1942, and September 25, 
1943, respectively, by the Coordinator of Inter-American Affairs, shall, within 
ten days following the enactment of this Act, transfer to the corporation created 
by this Act all necessary personnel, the assets, funds, and property—real, per- 
sonal, and mixed—and all debts, liabilities, obligations, and duties, and all rights, 
privileges, and powers subject to all restrictions, disabilities, and duties of the 
two said corporations, and the corporation created by this Act, shall accept full 
title to and ownership of all the assets, funds, and property—real, personal, and 
mixed—and all debts, liabilities, obligations, and duties, and all rights, privileges, 
and powers subject to the said restrictions, disabilities, and duties of the two said 
corporations and all such debts, liabilities, obligations, and duties of the two said 
corporations shall henceforth attach to the corporation created by this Act and 
may be enforced against it to the same extent as if said debts, liabilities, obliga- 
tions, and duties had been incurred or contractd by the corporation created by 
this Act: Provided, That all citizens of the United States presently employed by 
the Institute of Inter-American Affairs or the Inter-American Educational Founda- 
tion, Inc., and transferred under authority of this section 12 to the corporation 
created by this Act shall be investigated by the Federal Bureau of Investigation 
within six months following the date of enactment of this Act: Provided further, 
That no person not a citizen of the United States presently employed by the 
Institute of Inter-American Affairs or the Inter-American Educational Founda- 
tion, Inc., for service in an American Republic of which such persor is not a citizen, 
and transferred under authority of this section 12, shall be retained in such service 
for a period exceeding three months from the date of enactment of this Act except 
with the specific approval of the government of the American Republic concerned. 

Sec. 13. The Institute shall be subject to the provisions of the Government 
Corporation Control Act (Public Law 248, Seventy-ninth Congress). 

Sec. 14. There are authorized to be appropriated, at a rate not to exceed 
$5,000,000 annually, out of any money in the Treasury not otherwise appropriated, 
such sums as may be necessary to carry out this Act. 

This Act may be cited as the “Institute of Inter-American Affairs Act,’’ 
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3. UNITED STATES INFORMATION AND EDUCATIONAL EXCHANGE 
ACT OF 1948 


Public Law 402, Eightieth Congress, January 27, 1948 
[Excerpt, pp. 1-5, and p. 10] 


AN ACT To promote the better understanding of the United States among the peoples of the world and 
to strengthen cooperative international relations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


TITLE I—SHORT TITLE, OBJECTIVES, AND DEFINITIONS 
SHORT TITLE 


Section 1. This Act may be cited as the ‘“‘United States Information and 
Educational Exchange Act of 1948’’. 


OBJECTIVES 


Sec. 2. The Congress hereby declares that the objectives of this Act are to 
enable the Government of the United States to promote a better understanding 
of the United States in other countries, and to increase mutual understanding 
between the people of the United States and the people of other countries. Among 
the means to be used in achieving these objectives are— 

(1) an information service to disseminate abroad information about the 
United States, its people, and policies promulgated by the Congress, the 
President, the Secretary of State and other responsible officials of Govern- 
ment having to do with matters affecting foreign affairs; 

(2) an aducational exchange service to cooperate with other nations in— 

(a) the interchange of persons, knowledge, and skills; 
(b) the rendering of technical and other services; 
(c) the interchange of developments in the field of education, the arts, 
and sciences. 
UNITED NATIONS 


Sec. 3. In er es ty ee the objectives of this Act, information concerning the 
participation of the United States in the United Nations, its organizations and 
functions, shall be emphasized. 

DEFINITIONS 


Sec. 4. When used in this Act, the term— 

(1) “Secretary”? means the Secretary of State. 

(2) “Department”? means the Department of State. 

(3) “Government agency” means any executive department, board, 
bureau, commission, or other agency of the Federal Government, or inde- 
pendent establishment, or any corporation wholly owned (either directly or 
through one or more corporations) by the United States. 


TITLE II—INTERCHANGE OF PERSONS, KNOWLEDGE AND SKILLS 
PERSONS 


Sec. 201. The Secretary is authorized to provide for interchanges on a recip- 
rocal basis between the United States and other countries of students, trainees, 
teachers, guest instructors, professors, and leaders in fields of specialized knowl- 
edge or skills and shall wherever possible provide these interchanges by using the 
services of existing reputable agencies which are successfully engaged in such 
activity. The Secretary may provide for orientation courses‘and other appro- 
somos services for such persons from other countries upon their arrival in the 

nited States, and for such persons going to other countries from the United 
States. When any country fails or refuses to cooperate in such pro on a 
basis of reciprocity the Secretary shall terminate or limit such pro: with 
respect to such country, to the extent he deems to be advisable in the interests of 
the United States. The persons specified in this section shall be admitted as 
nonimmigrant visitors for business under clause 2 of section 3 of the Immigratjon 
Act of 1924, as amended (43 Stat. 154; 8 U. 8. C. 203), for such time and under 
such conditions as may be prescribed by regulations promulgated by the Secretary 
of State and the Attorney General. A person admitted under this section who 
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fails to maintain the status under which he was admitted or who fails to depart 
from the United States at the expiration of the time for which he was admitted 
or who engages in activities of a political nature detrimental to the interests of 
the United States, or in activities not consistent with the security of the United 
States, shall, upon the warrant of the Attorney General, be taken into custody 
and promptly deported pursuant to section 14 of the Immigration Act of 1924 
(43 Stat. 162; 8 U. 8. C. 214). Deportation proceedings under this section shall 
be summary and the findings of the Attorney General as to matters of fact shall 
be conclusive. Such persons shall not be eligible for suspension of deportation 
under clause 2 of subdivision (c) of section 19 of the Immigration Act of February 
5, 1917 (54 Stat. 671, 56 Stat. 1044; 8 U. 8. C. 155). 


BOOKS AND MATERIALS 


Szc, 202. The Secretary is authorized to provide for interchanges between the 
United States and other countries of books and periodicals, including government 
publications, for the translation of such writings, and for the preparation, dis- 
tribution, and interchange of other educational materials. 


INSTITUTIONS 


Sec. 203. The Secretary is authorized to provide for assistance to schools, 
libraries, and community centers abroad, founded or sponsored by citizens of the 
United States, and serving as demonstration centers for methods and practices 
employed in the United States. In assisting any such schools, however, the 
Secretary shall exercise no control over their educational policies and shall in no 
ease furnish assistance of any character which is not in keeping with the free 
democratic principles and the established foreign policy of the United States. 


TITLE III—ASSIGNMENT OF SPECIALISTS 
PERSONS TO BE ASSIGNED 


Sec. 301. The Secretary is authcrized, when the government of another country 
is desirous of obtaining tne services of a person having special scientific o1 other 
technical or professional qualifications, from time to time to assign or authorize 
the assignment for service, to or in cooperation with such government, any citizen 
of the United States in the employ or service of the Government of the United 
States who has such qualifications, with the approval of the Government agency 
in which such person is employed or serving. No person shall be assigned for 
service to or in cooperation with the government of any country unless (1) the 
Secretary finds that such assignment is necessary in the national interest of the 
United States, or (2) such government agrees to reimburse the United States in an 
amount equal to the compensation, travel expenses, and allowances payable to 
such person during the period of such assignment in accordance with the provisions 
of section 302, or (3) such government shall have made an advance of funds, 
property, or services as provided in section 902. Nothing in this Act, however, 
shall authorize the assignment of such personnel for service relating to the organi- 
zation, training, operation, development, or combat equipment of the armed 
forces of a foreign government. 


STATUS AND ALLOWANCES 


Szc. 302. Any citizen of the United States, while assigned for service to or in 
cooperation with another government under the authority of this Act, shall be 
considered, for the purpose of preserving his rights, allowances, and privileges as 
such, an officer or employee of the Government of the United States and of the 
Government agency from which assigned and he shall continue to receive com- 
censos from that agency. He may also receive, under such regulations as the 

resident may prescribe, representation allowances similar to those allowed under 
section 901 (3) of the Foreign Service Act of 1946 (60 Stat. 999). The authoriza- 
tion of such allowances and other benefits and the payment thereof out of any 
appropriations available therefor shall be considered as meeting all the require- 
ments of section 1765 cf the Revised Statutes. 


ACCEPTANCE OF OFFICE UNDER ANOTHER GOVERNMENT 


Sec. 303. Any citizen of the United States while assigned for service to or in 
cooperation with another government under authority of this Act may, at the 
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discretion of his Government agency, with the concurrence of the Secretary, and 
without additional compensation therefor, accept an office under the government 
to which he is assigned, if the acceptance of such an office in the opinion of such 
agency is necessary to permit the effective performance of duties for which he is 
assigned, including the making or approving on behalf of such foreign government 
the disbursement of funds provided by such government or of receiving from such 
foreign government funds for deposit and disbursement on behalf of such govern- 
ment, in carrying out programs undertaken pursuant to this Act: Provided, how- 
ever, That such acceptance of office shall in no case involve the taking of an cath 
of allegiance to another government. 


TITLE IV—PARTICIPATION BY GOVERNMENT AGENCIES 
GENERAL AUTHORITY 


Sec. 401. The Secretary is authorized, in carrying on any activity under the 
authority of this Act, to utilize, with the approval of the President, the services, 
facilities, and personnel of the other Government agencies. Whenever the Secre- 
tary shall use the services, facilities, or personnel of any Government agency for 
activities under authority of this Act, the Secretary shall pay for such performance 
out of funds available to the Secretary under this Act, either in advance, by 
reimbursement, or direct transfer. The Secretary shall include in each report 
submitted to the Congress unde: section 1008 a statement of the services, facilities, 
and personnel of other Government agencies utilized in carrying on activities 
under the authority of this Act, showing the names and salaries of the personnel 
utilized or performing services utilized, during the period covered by such report, 
and the amounts paid to such other agencies under this section as payment for 
such performance. 

TECHNICAL AND OTHER SERVICES 


Sec. 402. A Government agency, at the request of the Secretary, may perform 
such technical or other services as such agency may be competent to render for 
the government of another country desirous of obtaining such services, upon terms 
and conditions which are satisfactory to the Secretary and to the head of the 
Government agency, when it is determined by the Secretary that such services will 
contribute to the purposes of this Act. However, ncthing in this Act shall 
authorize the performance of services relating to the organization, training, 
operation, development, or combat equipment of the armed forces of a foreign 
government. 

POLICY GOVERNING SERVICES 


Sec. 403. In authorizing the performance of technical and other services under 
this title, it is the sense of the Congress (1) that the Secretary shall encourage 
through any appropriate Government agency the performance of such services to 
foreign governments by qualified private American individuals and agencies, and 
shall not enter into the performance of such services to any foreign government 
where such services may be performed adequately by qualified private American 
individuals and agencies and such qualified individuals and agencies are available 
for the performance of such services; (2) that if such services are rendered by a 
Government agency, they shall demonstrate the technical accomplishments of the 
United States, such services being of an advisory, investigative, or instructional 
nature, or a demonstration of a technical process; (3) that such services shall not 
include the construction of public works or the supervision of the construction of 
public works, and that, under authority of this Act, a Government agency shall 
render engineering services related to public works only when the Secretary shall 
determine that the national interest demands the rendering of such services by a 
Government agency, but this policy shall not be interpreted to preclude the 
assignment of individual specialists as advisers to other governments as provided 
under title III of this Act, together with such incidental assistance as may be 
necessary for the accomplishment of their individual assignments. 


* * * * * * * 


UTILIZATION OF PRIVATE AGENCIES 


Sec. 1005. In carrying out the provisions of this Act it shall be the duty of 
the Secretary to utilize, to the maximum extent practicable, the services and 
facilities of private agencies, including existing American press, publishing, radio, 
motion picture, and other agencies, through contractual arrangements or other 
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wise. It is the intent of Congress that the Secretary shall encourage participation 
in carrying out the purposes of this Act by the maximum number of different 
private agencies in each field consistent with the present or potential market for 
their services in each country. 

* * ~ * . * 





4. ECONOMIC COOPERATION ACT OF 1948 


Public Law 472, Eightieth Congress, April 3, 1948; Repealed August 26, 1954 


{Excerpt, pp. 8-10) 
* * * + * * 


NATURE AND METHOD OF ASSISTANCE 


Src. 111. (a) The Administrator may, from time to time, furnish assistance to 
any participating country by providing for the performance of any of the func- 
tions set forth in paragraphs (1) through (5) of this subsection when he deems it 
to be in furtherance of the purposes of this title, and upon the terms and conditions 
set forth in this title and such additional terms and conditions consistent with 
the provisions of this title as he may determine to be necessary and proper. 

(1) Procurement from any source, including Government stocks on the 
same basis as procurement by Government agencies under Public Law 375 
(Seventy-ninth Congress) for their own use, of any commodity which he 
determines to be required for the furtherance of the purposes of this title. 
As used in this title, the term “commodity” means any commodity, material, 
article, supply, or goods necessary for the purposes of this title. 

(2) Processing, storing, transporting, and repairing any commodities, or 
performing any other services with respect to a participating country which 
he determines to be required for accomplishing the purposes of this title. 
The Administrator shall, in providing for the procurement of commodities 
under authority of this title, take such steps as may be necessary to assure, 
so far as is practicable, that at least 50 per centum of the gross tonnage of 
commodities, procured within the United States out of funds made available 
under this title and transported abroad on ocean vessels, is so transported 
on United States flag vessels to the extent such vessels are available at mark et 
rates. 

(3) Procurement of and furnishing technical information and assistance. 

(4) Transfer of any commodity or service, which transfer shall be signified 
by delivery of the custody and right of possession and use of such commodity, 
or otherwise making available any such commodity, or by rendering a service 
to a participating country or to any agency or organization representing a 
participating country. 

(5) The allocation of commodities or services to specific projects designed 
to carry out the purposes of this title, which have been submitted to the 
Administrator by participating countries and have been approved by him. 

(b) In order to facilitate and maximize the use of private channels of trade, 
subject to adequate safeguards to assure that all expenditures in connection with 
such procurement are within approved programs in accordance with terms and 
conditions established by the Administrator, he may provide for the performance 
of any of the functions described in subsection (a) of this section— 

(1) by establishing accounts against which, under regulations prescribed 
by the Administrator— 

(i) letters of commitment may be issued in connection with supply 
programs approved by the Administrator (and such letters of commit- 
ment, when issued, shall constitute obligations of the United States and 
monies due or to become due thereunder shall be assignable under the 
Assignment of Claims Act of 1940 and shall constitute obligations of 
applicable appropriations) ; and 

(ii) withdrawals may be made by participating countries, or agencies 
or organizations representing participating countries or by other persons 
or organizations, upon presentation of contracts, invoices, or other docu- 
mentation specified by the Administrator under arrangements prescribed 
by the Administrator to assure the use of such withdrawals for purposes 
approved by the Administrator. 

Such accounts may be established on the books of the Administration, or any 
other department, agency, or establishment of the Government specified by 
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the Administrator, or, on terms and conditions approved by the Secretary of 
the Treasury, in banking institutions in the United States. Expenditures of 
funds which have been made available through accounts so established shall 
be accounted for on standard documentation required for expenditures of 
Government funds: Provided, That such expenditures for commodities or 
services prccured outside the continental limits of the United States under 
authority of this section may be accounted for exclusively on such certifica- 
tion as the Administrator may prescribe in regulations promulgated by him 
with the approval of the Comptroller General of the United States to assure 
expenditure in furtherance of the purposes of this title. 

(2) by utilizing the services and facilities of any department, agency, or 
establishment of the Government as the President shall direct, or with the 
consent of the head of such department, agency, or establishment or, in the 
President’s discretion, by acting in cooperation with the United Nations or 
with other international organizations or with agencies of the participating 
countries, and funds allocated pursuant to this section to any department, 
agency, or establishment of the Government shall be established in separate 
appropriation accounts on the books of the Treasury. 


. * * + * * * 
5. CHINA AID ACT OF 1948 


Title IV of Public Law 472, Eightieth Congress, April 3, 1948; Repealed August 26, 
1954 


[Excerpt] 
* * * * * * * 


Sec. 407. (a) The Secretary of State, after consultation with the Administrator, 
is hereby authorized to conclude an agreement with China establishing a Joint 
Commission on Rural Reconstruction in China, to be composed of two citizens of 
the United States appointed by the President of the United States and three 
citizens of China appointed by the President of China. Such Commission shall, 
subject to the direction and control of the Administrator, formulate and carry 
out a program for reconstruction in rural areas of China, which shall include such 
research and training activities as may be necessary or appropriate for such recon- 
struction: Provided, That assistance furnished under this section shall not be con- 
strued as an express or implied assumption by the United States of any responsi- 
bility for making any further contributions to carry out the purposes of this 
section. 

(b) Insofar as practicable, an amount equal to not more than 10 per centum 
of the funds made available under subsection (a) of section 404 shall be used to 
carry out the purposes of subsection (a) of this section. Such amount may be in 
United States dollars, proceeds in Chinese currency from the sale of commodities 
made available to China with funds authorized under subsection (a) of section 404, 


or both. 





6. INTERNATIONAL AVIATION FACILITIES ACT, 1948 


Public Law 647, Eightieth Congress, June 16, 1948 
(Excerpt, p. 2] 
= o * * ” of . 


ESTABLISHMENT AND OPERATION, IN FOREIGN TERRITORY, OF FACILITIES RELATED 
TO AVIATION 


Sec. 3. After consultation with the Air Coordinating Committee and subject 
to concurrence of the Secretary of State, and with due regard for the objectives 
of the International Civil Aviation Organization, the Administrator of Civil 
Aeronautics (hereinafter referred to as the ‘‘Administrator’’) and the Chief of 
the Weather Bureau of the Department of Commerce, within their respective 
fields, are authorized, by contract or otherwise, to acquire, establish, and construct 
airport property and airway property in foreign territory: Provided, however, 
That, except in the case of airport property transferred under section 8, no airport 
(as defined in section 1 of the Civil Aeronautics Act of 1938, as amended) may be 
acquired, established, or constructed under authority of this section unless funds 
for such purpose have been specifically appropriated by the Congress. 
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TRAINING OF FOREIGN NATIONALS IN AERONAUTICAL AND RELATED SUBJECTS 


Src. 4. Subject to the concurrence of the Secretary of State, the Administrator 
and the Chief of the Weather Bureau, within their respective fields, are authorized 
within or outside the United States to train foreign nationals directly, or in 
conjunction with any other United States Government agency, or through any 
United States public or private agency (including any State or municipal educa- 
tional institution), or through any international organization, in aeronautical and 
related subjects essential to the orderly and safe operation of civil aircraft. 


ACCEPTANCE OF FUNDS FOR FACILITIES SUPPLIED OR SERVICES PERFORMED FOR A 
FOREIGN GOVERNMENT OR AN INTERNATIONAL ORGANIZATION 


Sec. 5. The Administrator and the Chief of the Weather Bureau, respectively, 
are authorized to accept, on behalf of the United States, funds from any foreign 
government or from any international organization as payment for any facilities 
supplied or services performed for such government or international organization 
by the Administrator or the Chief of the Weather Bureau, either directly or 
indirectly, under authority of this Act or the Civil Aeronautics Act of 1938, as 
amended, including the operation of airport property and airway property in 
such countries, the training of foreign nationals, the rendering of technical assist- 
ance and advice to such countries, and the performance of other similar services. 
Funds so received may be credited (A) to sDpropsrerons current at the time the 
expenditures are to be or have been paid, (B) to appropriations current at the 
time such amounts are received, or (C) in part as provided under clause (A) and 
in part as provided under clause (B). 


* * + * ° . ” 





7. ACT FOR INTERNATIONAL DEVELOPMENT, 1950 


Title IV of the Foreign Economic Assistance Act of 1950, Public Law 535, Eighty- 
first Congress, June 5, 1950, as Amended by the Mutual Security Act of 1951, 
Public Law 165, Eighty-second Congress, October 10, 1951, by the Mutual 
Security Act of 1952, Public Law 400, Eighty-second Congress, June 20, 1952, 
and by the Mutual Security Act of 1953, Public Law 118, Eighty-third Congress, 
First Session, July 16, 1953; Repealed August 26, 1954 


TITLE IV 


Src. 401. This title may be cited as the ‘‘Act for International Development.’’ 

Sec. 402. The Congress hereby finds as follows: (a) The peoples of the United 
States and other nations have a common interest in the freedom and in the 
economic and social progress of all peoples. Such progress can further the secure 
growth of democratic ways of life, the expansion of mutually beneficial commerce, 
the development of international understanding and good will, and the main- 
tenance of world peace. 

(b) The efforts of the peoples living in economically underdeveloped areas of 
the world to realize their full capabilities and to develop the resources of the lands 
in which they live can be furthered through the cooperative endeavor of all 
nations to exchange technical knowledge and skills and to encourage the flow of 
investment capital. 

(ec) Technical assistance and capital investment can make maximum contribu- 
tion to economic development only where there is understanding of the mutual 
advantages of such assistance and investment and where there is confidence of 
fair and reasonable treatment and due respect for the legitimate interests of the 
peoples of the countries to which the assistance is given and in which the invest- 
ment is made and of the countries from which the assistance and investments are 
derived. In the case of investment this involves confidence on the part of the 
people of the underdeveloped areas that investors will conserve as well as develop 
local resources, will bear a fair share of local taxes and observe local laws, and 
will provide adequate wages and working conditions for local labor. It involves 
confidence on the part of investors, through intergovernmental agreements or 
otherwise, that they will not be deprived of their property without prompt, 
adequate, and effective compensation; that they will be given reasonable oppor- 
tunity to remit their earnings and withdraw their capital; that they will have 
reasonable freedom to manage, operate, and control their enterprises; that they 
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will enjoy security in the protection of their persons and property, including 
industrial and intellectual property, and nondiscriminatory treatment in taxation 
and in the conduct of their business affairs. 

Sec. 403. It is declared to be the policy of the United States to aid the efforts 
of the peoples of economically underdeveloped areas to develop their resources 
and improve their working and living conditions by encouraging the exchange of 
technical knowledge and skills and the flow of investment capital to countries 
which provide conditions under which such technical assistance and capital can 
effectively and constructively contribute to raising standards of living, creating 
new sources of wealth, increasing productivity and expanding purchasing power. 

(b) It is further declared to be the policy of the United States that in order to 
achieve the most effective utilization of the resources of the United States, private 
and public, which are or may be available for aid in the development of economic- 
ally underdeveloped areas, agencies of the United States Government, in review- 
ing requests of foreign governments for aid for such purposes, shall take into con- 
sideration (1) whether the assistance applied for is an appropriate part of a program 
reasonably designed to contribute to the balanced and integrated development of 
the country or area concerned; (2) whether any works or facilities which may be 
projected are actually needed in view of similar facilities existing in the area and 
are otherwise economically sound; and (3) with respect to projects for which 
capital is requested, whether private capital is available either in the country or 
elsewhere upon reasonable terms and in sufficient amounts to finance such projects. 

Src. 404. (a) In order to accomplish the purposes of this title, the United States 
is authorized to participate in multilateral technical cooperation programs carried 
on by the United Nations, the Organization of American States, and their related 
organizations, and by other international organizations, wherever practicable. 

(b). Within the limits of appropriations made available to carry out the pur- 

oses of this title, the President is authorized to make contributions to the United 
Nations for technical cooperation programs carried on by it and its related organi- 
zations which will contribute to accomplishing the purposes of this title as effect- 
ively as would participation in comparable programs on a bilateral basis. The 
President is further authorized to make contributions for technical cooperation 
programs carried on by the Organization of American States, its related organiza- 
tions, and by other international organizations: Provided, That for the fiscal year 
ending June 30, 1952, such contributions from funds made available under author- 
ity of sections 101 (a) (2), 203, 302, and 402 of the Mutual Security Act of 1951 
shall not exceed in the aggregate $13,000,000, and the use of such contributions 
shall not be limited to the area covered by the section of the Act from which the 
funds are drawn: Provided further, That for the calendar year 1953 not to exceed 
$15,708,750 is authorized to be appropriated to the President for use in making 
contributions under this subsection. 

(c) Agencies of the United States Government on request of international or- 
ganizations are authorized, upon approval by the President, to furnish services 
and such facilities as may be necessary in connection therewith, on an advance of 
funds or reimbursement basis, for such organizations in connection with their 
technical cooperation programs. Amounts received as reimbursements from such 
organizations shall be credited, at the option of the appropriate agency, either to 
the appropriation, fund, or account utilized in incurring the obligation, or to an 
appropriate appropriation, fund, or account currently available for the purposes 
for which expenditures were made. 

Sec. 405. The President is authorized to plan, undertake, administer, and 
execute bilateral technical cooperation programs carried on by any United States 
Government agency and, in so doing— 

(a) To coordinate and direct existing and new technical cooperation 
programs. 

(b) To assist other interested governments in the formulation of programs 
for the balanced and integrated development of the economic resources and 
productive capacities of economically underdeveloped areas. 

(c) To receive, consider, and review reports of joint commissions set up as 
provided in section 410 of this title. 

(d) To make, within appropriations made available for the purpose, ad- 
vances and grants in aid of technical cooperation programs to any person, 
corporation, or other body of persons, or to any foreign government or foreign 
government agency. 

(e) To make and perform contracts or agreements in respect of technical 
ccoperation programs on behalf of the United States Government with any 
person, corporation, or other body of persons however designated, whether 
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within or without the United States, or with any foreign government or for- 
eign government agency: Provided, That with respect to contracts or agree- 
ments which entail commitments for the expenditure of funds appropriated 
pursuant to the authority of this title, such contracts or agreements, within 
within the limits of appropriations or contract authorizations hereafter made 
available may, subject to any future action of the Congress, run for not to 
exceed three years in any one case. 

(f) To Pee for printing and binding outside the continental limits of 
the United States, without regard to section 11 of the Act of March 1, 1919 
(44 U. 8. C. 111). 

(g) To provide for the publication of information made available by the 
joint commissions referred to in section 410, and from other sources, regard- 
ing resources, opportunities for private investment capital, and the need for 
technical knowledge and skill in each participating country. 

Sec. 406. Agreements made by the United States under the authority of this 
title with other governments and with international organizations shall be regis- 
tered with the Secretariat of the United Nations in accordance with the provisions 
of article 102 of the United Nations Charter. 

Suc. 407. In carrying out the programs authorized in section 405 of this title— 

(a) The participation of private agencies and persons shall be sought to 
the greatest extent practicable. 

(b) Due regard shall be given, in reviewing requests for assistance, to 
the possibilities of achieving satisfactory results from such assistance as 
evidenced by the desire of the country requesting it (1) to take steps necessary 
to make effective use of the assistance made available, including the en- 
couragement of the flow of productive local and foreign investment capital 
where needed for development; and (2) to endeavor to facilitate the develop- 
ment of the colonies, possessions, dependencies, and non-self-governing 
territories administered by such requesting country so that such areas ma 
make adequate contribution to the effectiveness of the assistance requested. 

(c) Assistance shall be made available only where the President determines 
that the country being assisted— 

(1) Pays a fair share of the cost of the program. 

(2) Provides all necessary information concerning such program and 
gives the ea full publicity. 

3) Seeks to the maximum extent possible full coordination and 
integration of technical cooperation programs being carried on in that 
country. 

(4) Baidsavore to make effective use of the results of the program. 

(5) Cooperates with other countries participating in the program in 
the mutual exchange of technical knowledge and skills. 

(d) Participating countries shall be encouraged to establish fair labor 
standards of wages and working conditions and management-labor relations. 

Sec. 408. The President is authorized to prescribe such rules and regulations 
as may be necessary and proper to carry out the provisions of this title. 

Sec. 409. The President shall create an advisory board, hereinafter referred 
to as the ‘‘board”, which shall advise and consult with the President or such other 
officer as he may designate to administer the program herein authorized, with 
respect to general or basic policy matters arising in connection with operation of 
the program. The board shall consist of not more than thirteen members to be 
eee ie by the President, one of whom, by and with the advice and consent 
of the Senate, shall be appointed by him as chairman. The members of the 
board shall be broadly representative of voluntary agencies and other groups 
interested in the program, including business, labor, agriculture, public health, 
and education. All members of the board shall be citizens of the United States; 
none except the chairman shall be an officer or an employee of the United States 
(including any agency or instrumentality of the United States) who as such 
regularly receives compensation for current services. Members of the board 
other than the chairman if he is an officer of the United States Government, shall 
receive out of funds made available for the purposes of this title a per diem 
allowance of $50 for each day spent away from their homes or regular places of 
business for the purpose of attendance at meetings of the board or at conferences 
held upon the call of the chairman, and in necessarv travel, and while so engaged 
they may be paid actual travel expenses and not to exceed $10 per diem in lieu 
of subsistence and other expenses. The President may appoint such committees 
in special fields of activity as he may determine to be necessary or desirable to 
effectuate the purposes of this title. The members of such committees shall 
receive the same compensation as that provided for members of the board. 
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Sec. 410. (a) At the request of a foreign country, there may be established a 
joint commission for economic development to be composed of persons named by 
the President and persons to be named by the requesting country, and may 
include representatives of international organizations mutually agreed upon. 

(b) The duties of each such joint commission shall be mutually agreed upon, 
and may include, among other things, examination of the following: 

(1) The requesting country’s requirements with respect to technical assistance. 

(2) The requesting country’s resources and potentialities, including mutually 
advantageous opportunities for utilization of foreign technical knowledge and 
skills and investment. 

(3) Policies which will remove deterrents to and otherwise encourage the 
introduction, local development, and application of technic 11 skills and the creation 
and effective utilization of capital, both domestic and foreign; and the implementa- 
tion of such policies by appropriate measures on the part of the requesting country 
and the United States, and of other countries, when appropriate, and after 
consultation with them. 

(ec) Such joint commissions shall prepare studies and reports which they shall 
transmit to the appropriate authorities of the United States and of the requesting 
countries. In such reports the joint commissions may include recommendations 
as to any specific projects which they conclude would contribute to the economic 
development of the requesting countries. 

(d) The costs of each joint commission shall be borne by the United States 
and the requesting country in the proportion that may be agreed upon between 
the President and that country. 

Sec. 411. All or part of United States support for and participation in any 
technical cooperation program carried on under this title shall be terminated by the 
President— 

(a) If he determines that such support and participation no longer con- 
tribute effectively to the purposes of this title, are contrary to a resolution 
adopted by the General Assembly of the United Nations that the continuance 
of such technical cooperation programs is unnecessary or undesirable, or 
are not consistent with the foreign policy of the United States. 

(b) If a concurrent resolution of both Houses of the Congress finds such 
termination is desirable. 

Sec, 412. The President may exercise any power or authority conferred on him 
by this title through the Secretary of State or through any other officer or employee 
of the United States Government. 

Src. 413. In order to carry out the purposes of this title— 

(a) The President shall appoint, by and with the advice and consent of 
the Senate, an Administrator for Technical Cooperation, who, under the 
direction of the President or such other officer as he may designate pursuant 
to section 412 hereof to exercise the powers conferred upon him by this title, 
shall be responsible for planning, implementing, and managing the programs 
authorized in this title. He shall be compensated at a rate fixed by the 
President without regard to the Classification Act of 1949 but not in excess 
of $16,000 per annum. The President may also appoint, by and with the 
advice and consent of the Senate, a Deputy Administrator for Technical 
Cooperation who shall perform such functions as the Administrator shall 
designate, and shall be Acting Administrator for Technical Cooperation 
during the absence or disability of the Administrator or in the event of a 
vacancy in the office of the Administrator. The Deputy Administrator 
shall receive compensation at a rate fixed by the President without regard 
to the Classification Act of 1949 but not in excess of $15,000 per annum. 

(b) Officers, employees, agents, and attorneys may be employed for duty 
within the continental limits of the United States in accordance with the 
provisions of the civil-service laws and the Classification Act of 1949. 

(c) Persons employed for duty outside the continental limits of the 
United States and officers and employees of the United States Government 
assigned for such duty, may receive compensation at any of the rates pro- 
vided for the Foreign Service Reserve and Staff by the Foreign Service Act 
of 1946 (60 Stat. 999), as amended, may receive allowances and benefits 
not in excess of those established thereunder, and may be appointed to any 
class in the Foreign Service Reserve or Staff in accordance with the pro- 
visions of such Act. 

(d) Alien clerks and employees employed for the purpose of porters 
functions under this title shall be employed in accordance with the pro- 
visions of the Foreign Service Act of 1946, as amended. 





To Ope NPE EO a nm 


ee EP 


9" een apengeeeemn pe eS oc a 


} 
f 





aerer 





DEVELOPMENT OF TECHNICAL ASSISTANCE PROGRAMS 83 


(e) Officers and employees of the United States Government may be 
detailed to offices or positions to which no compensation is attached with 
any foreign government or foreign government agency or with any inter- 
national organization: Provided, That while so detailed any such person 
shall be considered, for the purpose of preserving his privileges, rights, 
seniority, or other benefits, an officer or employee of the United States 
Government and of the United States Government agency from which 
detailed and shall receive therefrom his regular compensation, which shall 
be reimbursed to such agency from funds available under this title: Provided 
further, That such acceptance of office shall in no case involve the taking 
of an oath of allegiance to another government. 

(f) Experts and consultants or organizations thereof may be employed 
as authorized by section 15 of the Act of August 2, 1946 (5 U. S. C. 55a), 
and individuals so employed may be compensated at a rate not in excess 
of $75 per diem. 

(g) Such additional civilian personnel may be employed without regard 
to subsection (a) of section 14 of the Federal Employees Pay Act of 1946 
(60 Stat. 219), as amended, as may be necessary to carry out the policies and 
purposes of this title. 

Sec. 414 * * * 
[Replaced by sec. 510 of the Mutual Security Act of 1951, as amended. See 


. 38. 
F Sec. 415. The President shall transmit to the Congress an annual report of 
operations under this title. 

Src, 416. (a) In order to carry out the provisions of this title, there shall be 
made available such funds as are hereafter authorized and appropriated from 
time to time for the purposes of this title: Provided, however, That for the pur- 

se of carrying out the provisions of this title through June 30, 1951, there is 

ereby authorized to be appropriated a sum not to exceed $35,000,000, including 
any sums appropriated to carry on the activities of the Institute of Inter-American 
Affairs, and technical cooperation programs as defined in section 418 herein under 
the United States Information and Educational Exchange Act of 1948 (62 Stat. 
6). Activities provided for under this title may be prosecuted under such appro- 
priations or under authority granted in appropriation Acts to enter into contracts 
pending enactment of such appropriations. nobligated balances of such appro- 
priations for any fiscal year may, when so specified in the appropriation Act 
concerned, be carried over to any succeeding fiscal year or years. The President 
may allocate to any United States Government agency any part of any appro- 
priation available for carrying out the purposes of this title. Such funds shall be 
available for obligation and expenditure for the purposes of this title in accord- 
ance with authority granted hereunder or under authority governing the activi- 
ties of the Government agencies to which such funds are allocated. 

(b) Nothing in this title is intended nor shall it be construed as an expressed 
or implied commitment to provide any specific assistance, whether of funds 
commodities, or services, to any country or countries, or to any international 
organization. 

Ec. 417. If any provision of this title or the application of any provision to 
any circumstances or persons shall be held invalid, the validity of the remainder 
of the title and the applicability of such provision to other circumstances or 
persons shall not be affected thereby. 

Sec. 418. As used in this title— 

(a) The term “technical cooperation programs’? means programs for the 
international interchange of technical knowledge and skills designed to contribute 
to the balanced and integrated development of the economic resources and pro- 
ductive capacities of economically unde:developed areas. Such activities may 
include, but need not be limited to, economic, engineering, medical, educational 
agricultural, fishery, mineral, and fiscal surveys, demonstration, training, an 
similar projects that serve the purpose of promoting the development of economic 
resources and productive capacities of underdeveloped areas. The term ‘‘tech- 
nical cooperation programs’ does not include such activities authorized by the 
United States Information and Educational Exchange Act of 1948 (62 Stat. 6) 
as are not primarily related to economic development nor activities undertaken 
now or hereafter pursuant to the International Aviation Facilities Act (62 Stat. 
450), nor pursuant to the Philippine Rehabilitation Act of 1946 (60 Stat. 128), 
as amended, nor pursuant to the Foreign Assistance Act of 1948 (62 Stat. 137), 
as amended, nor activities undertaken now or hereafter in the administration 
of areas occupied by the United States armed forces or in Korea by the Economic 
Cooperation Administration. 
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(b) The term “United States Government agency” means any department, 
agency, board, wholly or partly owned corporation or instrumentality, commis- 
sion, or independent establishment of the United States Government. 

(c) The term “international organization” means any intergovernmental 
organization of which the United States is a member. 





8 FOREIGN AID APPROPRIATIONS ACT, 1951 
Public Law 759, Eighty-first Congress, Approved September 6, 1950; Expired 
{Excerpt, pp. 181-182} 


* * . * * . * 


INTERNATIONAL DEVELOPMENT 


For expenses necessary to enable the President to carry out the provisions of 
the Act for International Development (title IV of Public Law 535, approved 
June 5, 1950), including personal services in the District of Columbia; expenses 
of attendance at meetings concerned with the purposes of this appropriation; 
purchase (not to exceed twelve), and hire of passenger motor vehicles for use 
outside the continental limits of the United States; printing and binding; payment 
of tort claims pursuant to law (28 U. 8. C. 2672); health service programs as 
authorized by law (5 U. 8. C. 150); insurance of official motor vehicles in foreign 
countries when required by law of such countries; acquisition of temporary 
quarters outside the continental limits of the United States to house employees 
of the United States Government by rental (without regard to section 322 of 
the Act of June 30, 1932, as amended (40 U. S. C. 278a)), lease, or construction 
and necessary repairs and alterations to such temporary quarters; exchange of 
funds without regard to section 3651 of the Revised Statutes (31 U. S. C. 548); 
entertainment (not to exceed $2,000); health and accident insurance for foreign 
trainess and technicians while absent from their own countries participating in 
activities authorized under this appropriation, and actual expenses of preparing 
and transporting to their former homes the remains of such persons who may 
die away from their homes while participating in such activities; services of 
commissioned officers of the Public Health Service and of the Coast and Geodetic 
Survey, and for purposes of providing such services the Public Health Service 
may nes not to exceed twenty officers in the Regular Corps to grades above 
that of senior assistant, but not above that of director, as otherwise authorized 
in accordance with section 711 of the Act of July 1, 1944, as amended (42 U.S. C. 
21la), and the Coast and Geodetic Survey may appoint for such purposes not 
to exceed twenty commissioned officers in addition to those otherwise authorized; 
$26,900,000; and, in addition, there may be transferred to this appropriation for 
the purpose hereof not to exceed $2,600,000 from the appropriation to the Depart- 
ment of State for “International information and educational activities,” fiscal 
year 1951: Provided, That this appropriation shall be available for contracts or 
agreements entered into during the fiscal year 1951 pursuant to section 405 (e) 
of the Act for International Datclonmaen which entail commitments for the 
expenditure of funds for not to exceed three years: Provided, however, That no 
= of this appropriation may be expended for the duplication of any program 

eing carried on by any other agency of the United States Government or any 
international agency to which the United States is a major contributor, nor for 
the construction of any project except for demonstration or instructional pur- 
poses, nor for any purpose except administrative expenses, and preliminary 
surveys and technical cooperation programs upon which reports shall be made 
to the Congress of the United States quarterly: Provided further, That the making 
of any survey or the advancement of any technical cooperation program or the 
preparation of plans for projects does not constitute any obligation whatsoever 
on the part of the Government of the United States to make any loan or grant 
for the execution or construction of any project or for the completion of any 
program devised under title IV of Public Law 535, approved June 5, 1950: 
Provided further, That it shall be the duty of the Secretary of State to give written 
notice to each recipient of funds or beneficiary under said title that such assistance 
shall not be construed as an obligation on the part of the United States to make 
funds available for the construction or execution of any project and to report 
such action to Congress. 


os * . e * 6 . 


cere 


NER SR ger 


PAL SeteMnee x 


“oA es ee 


a ee 


Pr PRISE I So 





DEVELOPMENT OF TECHNICAL ASSISTANCE PROGRAMS 85 


9. MUTUAL SECURITY ACT OF 1951, AS AMENDED 


Public Law 165, Eighty-second Congress, October 10, 1951, as Amended by 
the Mutual Security Act of 1952, Public Law 400, Eighty-second Congress, 
June 20, 1952, and by the Mutual Security Act of 1953, Public Law 118, Eighty- 
third Congress, July 16, 1953; Repealed August 26, 1954 


[Excerpts !] 


AN ACT To maintain the security and promote the foreign policy and provide for the general welfare of 
the United States by furnishing assistance to friendly nations in the interest of international peace and 
security. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Mutual Se- 
curity Act of 1951”. 

Sxc. 2. (a) The Congress declares it to be the purpose of this Act to maintain 
the security and to promote the foreign policy of the United States by authoriz- 
ing military, economic, and technical assistance to friendly countries, to strengthen 
the mutual security and individual and collective defenses of the free world, to 
develop their resources in the interest of their security and independence and the 
national interest of the United States and to facilitate the effective participation 
of those countries in the United Nations system for collective security, The pur- 
poses of the Mutual Defense Assistance Act of 1949, as amended (22 U. S. C. 
1571-1604), the Economic Cooperation Act of 1948, as amended (22 U. 8. C. 
1501-1522), and the Act for International Development (22 U. S, C. 1557) shall 
hereafter be deemed to include this purpose. 


* * * * * * * 
TITLE V—ORGANIZATION AND GENERAL PROVISIONS 
UNIFIED DIRECTION OF PROGRAM 


Sec. 501. (a) In order that the programs of military, economic, and technical 
assistance authorized by this Act may be administered as parts of a unified pro- 
gram in accordance with the intent of Congress and to fix responsibility for the 
coordination and supervision of these programs in a single person, the President 
is authorized to appoint in the Executive Office of the President a Director for 
Mutual Security. The Director, on behalf of the President and subject to his 
direction, shall have primary responsibility for— 

(1) continuous supervision and general direction of the assistance pro- 
grams under this Act to the end that such programs shall be (A) effectively 
integranted both at home and abroad, and (B) administered so as to assure 
that the defensive strength of the free nations of the world shall be built as 
quickly as possible on the basis of continuous and effective self-help and 
mutual aid; 

(2) preparation and presentation to the Congress of such programs of 
foreign military, economic, and technical assistance as may be required in 
the interest of the security of the United States; 

(3) preparation for the President of the report to the Congress required 
by section 518 of this Act and the supervision, coordination, and evaluation 
of all reports prepared by agencies of the United States Government in the 
course of their operations under this Act, in order to prevent duplication of 
effort and to insure a reduction of reporting requirements to the minimum 
essential for effective operation. 


* 4 - * * * * 


RELATIONSHIP TO TECHNICAL COOPERATION ADMINISTRATION AND INSTITUTE OF 
INTER-AMERICAN AFFAIRS 


Sec. 508. Nothing in this Act shall be construed to modify the provisions of 
section 412 of the Act for International Development or the provisions of the In- 
stitute of Inter-American Affairs Act. 


1 Authorizations of amounts to be appropriated for technical assistance are not included in these excerpts. 
A summary table of authorizations and appropriations will be found on p. 156. 
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DETAIL OF PERSONNEL TO FOREIGN GOVERNMENTS AND INTERNATIONAL 
ORGANIZATIONS 


Sec. 509. Whenever the President determines it to be consistent with and in 
furtherance of the purpose of this Act, the head of any Government agency is 
authorized to— 

(a) detail or assign any officer or employee of his agency to any office or 
position to which no compensation is attached with any foreign government 
or foreign government agency: Provided, That such acceptance of office shall 
in ” case involve the taking of an oath of allegiance to another government; 
an 

(b) detail, assign, or otherwise make available to any international organi- 
zation in which the United States participates, any officer or employee of his 
agency to serve with or as a member of the international staff of such organi- 
zations. 

Any such officer or employee, while so assigned or detailed, shall be considered, 
for the purpose of preserving his privileges, rights, seniority, or other benefits as 
such, an officer or employee of the Government of the United States and of the 
Government agency from which assigned or detailed, and he shall continue to 
receive compensation, allowances, and benefits from funds made available to that 
agency out of funds authorized under this Act. 


SECURITY CLEARANCE 


Sec. 510. No citizer or resident of the United States may be employed, or if 
already emploved, may be assigned to duties by the Director or the Secretary of 
State under this Act or the Act for International Development for a period to 
exceed three months unless (a) such individual has been investigated as to loyalty 
and security by the Civil Service Commission and a report thereon has been made 
to the Director or the Secretary of State, as the case may be, and until the Director 
or the Secretary of State has certified in writing (and filed copies thereof with the 
Senate Committee on Foreign Relations and the House Committee on Foreign 
Affairs) that, after full consideration of such report, he believes such individual 
is loyal to the United States, its Constitution, and form of government, and is 
not now and has never been a member of any organization advocating contrary 
views; or (b) such individual has been investigated by a military intelligence 
agency and the Secretary of Defense has certified in writing that he believes such 
individual is loyal to the United States and filed copies thereof with the Senate 
Committee on Foreign Relations and the House Committee on Foreign Affairs. 
This section shall not apply in the case of any officer appointed by the President 
by and with the advice and consent of the Senate, nor shall it apply in the case 
of any person already employed under programs covered by this Act who has 
been previously investigated in connection with such employment. 


ELIGIBILITY FOR ASSISTANCE 


Sec. 511. a No military, economic, or technical assistance authorized pur- 
suant to this Act (other than assistance provided under section 408 (e) of the 
Mutual Defense Assistance Act of 1949, as amended) shall be supplied to any 
nation in order to further military effort unless the President finds that the 
supplying of such assistance will strengthen the securitv of the United States 
and unless the recipient country has agreed to— 
(1) join in promoting international understanding and good will, and 
maintaining world peace; 
(2) take such action as may be mutually agreed upon to eliminate causes 
of international tension; 
(3) fulfill the military obligations which it has assumed under multilateral 
or bilateral agreements or treaties to which the United States is a party; 
(4) make, consistent with its political and economic stability, the full 
contribution permitted by its manpower, resources, facilities, and general 
economic condition to the development and maintenance of its own defensive 
strength and the defensive strength of the free world; 
(5) take all reasonable measures which may be needed to develop its 
defense capacities; and 
(6) take appropriate steps to insure the effective utilization of the eco- 
nomic and military assistance provided by the United States. 
(b) No economic or technical assistance shall be supplied to any other nation 
unless the President finds that the supplying of such assistance will strengthen 
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the security of the United States and promote world peace, and unless the recipient 
country has agreed to join in promoting international understanding and good 
will, and in maintaining world peace, and to take such action as may be mutually 
agreed upon to eliminate causes of international tension. 

(ec) (1) The Congress of the United States finds that mutual security can be 
realized only t» the extent that the countries who receive our aid do their utmost 
to help themselves and cooperate among themselves and with the United States 
to the fullest extent in achieving the objectives of the free world. In providing 
assistance under this Act, the Congress of the United States affirms the desire 
of the United States to continue to use its leadership and resources for the purpose 
of uniting the efforts of recipient countries to the end that positive accomplish- 
ments toward mutual security may be realized with a maximum of efficiency and 
a minimum of delay and cost. 

(2) In addition to the provisions of subsections (a) and (b) of this section, the 
Director, in administering this Act, shall insure that, where necessary to the 
mutual security effort, no country shall receive any assistance hereunder unless 
it take decisive action to marshal its resources collectively, or indiivdually where 
more suitable, with integration and unification plans in the appropriate area, 
and participate in programs which promote collective security in that area. The 
Director shall insure that, where suitable or necessary to the success of the mutual 
security effort, countries take adequate steps to mobilize their industries for 
mutual defense and gear their fiscal, budgetary, capital, political, and military 
resources to the objectives of this Act and take appropriate other steps toward 
self-help and mutual cooperation. 

(3) Assistance shall be given on a country-by-country basis to a degree and 
at a rate commensurate with the rate of progress made in the attainment of the 
objectives of this Act. 

* * * * * * . 


PROTECTION AGAINST ATTACHMENT 


Sec. 515. All countries participating in any United States aid program or in 
any international organization receiving United States aid shall be required to so 
deposit, segregate, or assure title to all funds allocated to or derived from any 
program so that the same shall not be subject to garnishment, attachment, seizure, 
or other legal process by any person, firm, agency, corporation, organization, or 
government when in the opinion of the Director any such action would interfere 
with the attainment of the objectives of this Act. 


ENCOURAGEMENT OF FREE ENTERPRISE 


Sec. 516. (a) The Congress recognizes the vital role of free enterprise in achiev- 
ing rising levels of production and standards of living essential to the economic 
progress and defensive strength of the free world. Accordingly, it is declared to 
be the policy of the United States, in furtherance of the objectives of this Act, to 
encourage the efforts of other free countries in fostering private initiative and 
competition, in discouraging monopolistic practices, in improving the technical 
efficiency of their industry, agriculture, and commerce, and in the strengthening 
of free labor unions; and to encourage American enterprise in contributing to the 
economic strength of other free countries through private investment abroad 
and the exchange of ideas and technical information on the matters covered by 
this subsection. 

(b) Under the coordination of the Director for Mutual Security, the Mutual 
Security Agency, cooperating with private business groups and governmental 
agencies to the fullest extent possible, shall encourage a greater participation by 
private capital in the guaranty program and shall develop broad criteria to 
facilitate such participation, including programs,consistent with the purposes of 
the Act for International Development. 

(c) The Department of Commerce shall, in cooperation with such groups and 
agencies (including the International Bank for Reconstruction and Development), 
conduct a thorough study of the legal and other impediments, foreign and local, 
to private investment abroad, and the methods and means whereby those impedi- 
ments can be removed or deceased and shall make recommendations thereon to 
the Director for Mutual Security. 

(d) The Department of State, in cooperation with other agencies of the Gov- 
ernment concerned with private investment abroad, and taking into account the 
study and recommendations described in subsection (c) of this section, shall 
accelerate a program of negotiating treaties of commerce and trade, or other 
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temporary arrangements where more suitable or expeditious, which shall include 
provisions to encourage and facilitate the flow of private investment to countries 
participating in programs under this Act. 

(e) The Technical Cooperation Administration, taking into account the study 
and recommendations described in subsection (c) ‘of this section, shall encourage 
and facilitate a greater participation by private industrial groups or agencies in 
private contracts awarded by the Administration, and shall, in cooperation with 
the Department of Commerce and the Mutual Security Agency, find and draw 
the attention of private enterprise to opportunities for investment and develop- 
ment in underdeveloped areas. 

(f) The reports required by section 518 of this Act shall include detailed in- 
formation on the implementation of this section. 

* * * * * * ” 


REPORTS 


Sec. 518. The President, from time to time while funds appropriated for the 
purpose of this Act continue to be available for obligation, shall transmit to the 
Congress in lieu of any reports otherwise required by laws continued in effect by 
this Act, reports covering each six months of operations in furtherance of the 
purpose of this Act, except information the disclosure of which he deems incom- 
patible with the security of the United States. The first such report shall cover 
the six-month period commencing on the date this Act becomes effective. Reports 
provided for under this section shall be transmitted to the Secretary of the Senate 
or the Clerk of the House of Representatives, as the case may be, if the Senate or 
the House of Representatives, as the case may be, is not in session. 

* * * * * * * 


TERMINATION OF ASSISTANCE BY PRESIDENT 


Sec. 529. If the President determines that the furnishing of assistance to any 
nation— 
(a) is no longer consistent with the national interest or security of the 
United States or the policies and purpose of this Act; or 
(b) would contravene a decision of the Security Council of the United 
Nations; or 
(c) would be inconsistent with the principle that members of the United 
Nations should refrain from giving assistance to any nation against which 
the Security Council or the General Assembly has recommended measures in 
case of a threat to, or breach of, the peace, or act of aggression, 
he shall terminate all or part of any assistance furnished pursuant to this Act. 
The function conferred herein shall be in addition to all other functions heretofore 
conferred with respect to the termination of military, economic, or technical 
assistance. 
* . * * * * * 


SMALL BUSINESS 


Sec. 538. (a) Insofar as practicable and to the maximum extent consistent 
with the accomplishment of the purposes of this Act, the Director for Mutual 
Security shall assist American small business to participate equitably in the fur- 
nishing of commodities and services financed with funds authorized under this 
Act (other than funds authorized to carry out the provisions of the Mutual 
Defense Assistance Act of 1949, as amended) by making available or causing to 
be made available to suppliers in the United States and particularly to small 
independent enterprises, information, as far in advance as possible, with respect 
to purchases proposed to be financed with funds authorized under this Act (other 
than funds authorized to carry oug the provisions of the Mutual Defense Assistance 
Act of 1949, as amended), by making available or causing to be made available to 
prospective purchasers in the countries receiving assistance under this Act in- 
formation as to commodities and services produced by small independent enter- 
prises in the United States, and by offering additional services to give small 
business better opportunities to participate in the furnishing of commodities and 
services financed with such funds. 

(b) There shall be continued in the Mutual Security Agency the Office of Small 
Business headed by the Special Assistant for Small Business to carry out the provi- 
sions of subsections (a) and (b) of this section. Each report transmitted to the 
Congress under section 518 shall include a report of all activities under this section. 
The Technical Cooperation Administration shall adopt the procedure of notifying 
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American business, particularly small independent enterprises, of procurement 
and other information as far in advance as possible through the facilities of the 
Office of Small Business of the Mutual Security Agency. The Secretary of Defense 
shall assure that there is made available to suppliers in the United States, and 
particularly to small independent enterprises, information with respect to pur- 
chases made by the Department of Defense pursuant to the provisions of the 
Mutual Defense Assistance Act of 1949, as amended, such information to be 
furnished as far in advance as possible. 
* * * * * . + 


UNDERDEVELOPED AREAS 


Sec. 547. Whenever funds are made available under this Act for assistance, 
other than military assistance, to any economically underdeveloped area, such 
funds may be used under the applicable provisions of section 503 (b) (3) or the 
applicable provisions of the Act for International Development, Where ad- 
ministrative arrangements, including provisions relating to compensation and 
allowances of personnel, authorized under section 503 (b) (8), differ from those 
authorized by the Act for International Development, the Director may make use 
of arrangements authorized under either statute, in carrying out such programs, 
except that before extending the provisions of section 109 (a) of the Economic 
Cooperation Act of 1948, as amended, to countries in which programs authorized 
under the Act for International Development are being carried out, the Director 
will secure the approval of the Secretary of State. 

> + w * * * ” 





10. REORGANIZATION PLAN NO.7 OF 1953 
Effective August 1, 1953 
FOREIGN OPERATIONS ADMINISTRATION 


Section 1. Establishment of Foreign Operations Administration. (a) There is 
hereby established a new agency which shall be known as the Foreign Operations 
Administration, hereinafter referred to as the ‘“‘Administration’’. 

(b) There shall be at the head of the Administration a Director of the Foreign 
Operations Administration, hereinafter referred to as the “Director.” The 
Director shall be appointed by the President by and with the advice and consent 
of the Senate and shall receive compensation at the rate of $22,500 a year. The 
Secretary of State shall advise with the President concerning the appointment and 
tenure of the Director. 

(c) There shall be in the Administration a Deputy Director of the Foreign 
Operations Administration, who shall be appointed by the President by and with 
the advice and consent of the Senate, and who shall receive compensation at the 
rate of $17,500 a year. The Deputy Director shall perform such functions as the 
Director shall from time to time designate, and shall act as Director during the 
oupnee or disability of the Director or in the event of a vacancy in the office of 

irector. 

(d) There are hereby established in the Administration six new offices with 
such title or titles as the Director shall from time to time determine, Appoint- 
ment thereto shall be by the President, by and with the advice and consent of the 
Senate. The compensation for each of two of the said offices shall be at the rate 
of $16,000 a year and the compensation for each of the other four offices shall be 
at the rate of $15,000 a year. The persons appointed to the said new offices shall 
perform such functions as the Director shall from time to time designate, and are 
authorized to act as Director, as the Director may designate, during the absence 
or disability of the Director and the Deputy Director or in the event of vacancies 
in the offices of Director and Deputy Director. 

‘ Sec. 2. Transfer of functions to the Director. There are hereby transferred to the 
irector: 

(a) All functions vested by the Mutual Security Act of 1951, as amended, or 
by any other statute in the Director for Mutual Security provided for in section 
501 of that Act, or in the Mutual Security Agency created by that Act, or in any 
official or office of that Agency, including the functions of the Director for Mutual 
Security as a member of the National Security Council. 

_ (b) All functions vested by the Mutual Defense Assistance Control Act of 1951 
in the Administrator created by that Act. 
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(c) The function vested by section 6 of the Yugoslav Emergency Relief Assist- 
ance Act of 1950 in the Secretary of State. 

Sec. 3. Institute of Inter-American Affairs. The Institute of Inter-American 
Affairs, together with its functions, is hereby transferred to the Administration, 
All functions vested by the Institute of Inter-American Affairs Act in the Secre- 
tary of State are hereby transferred to the Director. Functions with respect to 
serving as employees of the said Institute or as members of the board of directors 
thereof, including eligibility, as the case may be, to be detailed as such employees 
or to serve as such members, are hereby transferred from the officials and em- 
ployees of the Department of State to the officials and employees of the Adminis- 
tration. The Institute shall be administered subject to the direction and contro] 
of the Director. 

Src. 4. National Advisory Council. The Director shall be a member of the 
National Advisory Council on International Monetary and Financial Problems 
(22 U. 8S. C. 286b). 

Sec. 5. Performance of functions transferred io the Director. The Director may 
from time to time make such provisions as he shall deem appropriate authorizing 
the performance by any other officer, or by any employee or organizational entity, 
of the Administration, of any function of the Director, except the function of 
being a member of the National Security Council and the function of being a 
member of the National Advisory Council on International Monetary and Finan- 
cial Problems. 

Src. 6. Transfer of functions to the President. All functions vested in the Secre- 
tary of State by the United Nations Palestine Refugee Aid Act of 1950 are hereby 
transferred to the President. 

Sec. 7. Incidental transfers. (a) Personnel, property, records, and unexpended 
balances of appropriations, allocations, and other funds, employed, used, held, 
available, or to be made available in connection with functions transferred or 
vested by this reorganization plan shall be transferred, at such time or times as 
the Director of the Bureau of the Budget shall direct, as follows: 

(1) So much of those relating to functions transferred to or vested in the Direc- 
tor or the Administration as the Director of the Bureau of the Budget shal) deter- 
mine shall be transferred to the Administration. 

(2) Those of the Institute of Inter-American Affairs shall be transferred 
along with the Institute. 

(3) So much of those relating to the functions transferred by section 6 hereof 
as the Director of the Bureau of the Budget shall determine shall be transferred 
to the agency or agencies of the Government to which the President delegates 
the said functions. 

(b) Such further measures and dispositions as the Director of the Bureau of the 
Budget shall deem to be necessary in order to effectuate the transfers provided for 
in subsection (a) of this section shall be carried out in such manner as he shall 
direct and by such agencies as he shall designate. 

Sec. 8. Abolitions. (a) There are hereby abolished: 

(1) The offices of Director for Mutual Security and Deputy Director for 
Mutual Security, provided for in sections 501 and 504, respectively, of the Mutual 
Security Act of 1951, as amended (including the organization in the Executive 
Office of the President known as the Office of the Director for Mutual Security). 

(2) The Mutual Security Agency. 

(3) The title of Administrator provided for in the Mutual Defense Assistance 
Control Act. 

(4) The four positions provided for in section 406 (e) of the Mutual Defense 
Assistance Act of 1949, as amended. 

(5) The offices of Administrator and Deputy Administrator for Technical 
Cooperation, provided for in section 413 (a) of the Act for International Develop- 
ment, as amended, together with the functions vested in the Administrator by the 
said section 413 (a), as amended. 

(6) The offices of the Special Representative in Europe and Deputy Special 
Representative in Europe, provided for in section 504 (a) of the Mutual Security 
Act of 1951, as amended. The abolition of the said offices of Representative, 
and Deputy Representative shall become effective on September 1, 1953 (unless 
a later date is required by the provisions of section 6 (a) of the Reorganization 
Act of 1949, as amended). 

(b) The Director shall wind up any outstanding affairs of the aforesaid abolished 
agencies and offices not otherwise provided for in this reorganization plan. 

Sec. 9. Interim provisions. The President may authorize the persons who, 
immediately prior to the effective date of this reorganization plan, hold offices or 
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oceupy positions abolished by section 8 hereof to hold offices and occupy positions 
under section 1 hereof until the latter offices and positions are filled pursuant to 
the provisions of the said section 1 or by recess appointment, as the case may be, 
but in no event for any period extending more than 60 days after the said effec- 
tive date, as follows: 

(a) The Director and Deputy Direetor for Mutual Security as the Director 
and Deputy Director of the Foreign Operations Administration, respectively. 

(b) The Administrator for Technical Cooperation and the person occupying 
the senior position provided for in section 406 (e) of the Mutual Defense Assist- 
ance Act of 1949, as amended, to serve in the two senior positions created by 
section 1 (d) hereof. 

(c) The Deputy Administrator for Technical Cooperation and the persons 
occupying the three positions provided for in section 406 (e) of the Mutual Defense 
Assistance Act of 1949, as amended, to serve in the four positions created by 
section 1 (d) hereof which have compensation at the rate of $15,000 a year. 





11. MUTUAL SECURITY ACT OF 1954 
Public Law 665, Eighty-third Congress, August 26, 1954 


[Excerpts] 
* - + a s * 


TITLE III—TECHNICAL COOPERATION 


Sec. 301. DecLaRation or Purposs.—lIt is the policy of the United States 
and the purpose of this title to aid the efforts of the peoples of economically 
underdeveloped areas to develop their resources and improve their working and 
living conditions by encouraging the exchange of technical knowledge and skills 
and the flow of investment capital to countries which provide conditions under 
which such technical assistance and capital can effectively and constructively con- 
tribute to raising standards of living, creating new sources of wealth, increasing 
productivity and expanding purchasing power. 

Sec. 302. GenERAL AUTHORITY AND Derinit1on.—The President is authorized 
to furnish assistance in accordance with the provisions of this title through 
bilateral technical cooperation programs. As used in this title, the term “technical 
cooperation programs’ means programs for the international interchange of 
technical knowledge and skills designed to contribute primarily to the balanced 
and integrated development of the economic resources and productive capacities 
of economically underdeveloped areas. Such activities shall be limited to eco- 
nomics, engineering, medical, educational, labor, agricultural, forestry, fishery, 
mineral, and fiscal surveys, demonstration, training, and similar projects that 
serve the purpose of promoting the development of economic resources, productive 
capacities, and trade of economically underdeveloped areas, and training in public 
administration. The term “technical cooperation programs” does not include 
such activities authorized by the United States Information and Educational 
Exchange Act of 1948 (62 Stat. 6) as are not primarily related to economic develop- 
ment, nor activities undertaken now or hereafter pursuant to the International 
Aviation Facilities Act (62 Stat. 450), nor activities undertaken now or hereafter 
in the administration of areas occupied by the United States Armed Forces. 

Sec. 303. PRerEeQuIsITEs To AssisTaNce.—Assistance shall be made available 
under section 302 of this Act only where the President determines that the nation 
being assisted— 

(a) pays a fair share of the cost of the program; 

(b) provides all necessary information concerning such program and gives 
the program full publicity; 

(c) seeks to the maximum extent possible full coordination and integration 
of technical cooperation programs being carried on in that nation; 

(d) endeavors to make effective use of the results of the program; and 

(e) cooperates with other nations participating in the program in the 
mutual exchange of technical knowledge and skills. 

Sxc. 304. AutHoRIzaT1Ion.—There is hereby authorized to be appropriated 
to the President for the fiscal year 1955 $88,570,000 for technical cooperation 
ocame in the Near East, Africa, South Asia, and Far East and Pacific, and 

28,500,000 for such programs in Latin America. In addition, unexpended 
balances of appropriations heretofore made pursuant to section 543 of the Mutual 
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Security Act of 1951, as amended, are authorized to be continued available for the 
purposes of this section through June 30, 1955, and to be consolidated with the 
appropriation authorized by this section. 

Ec. 305. LimtTration oN Use or Funps.—Funds made available under 
section 304 may be expended to furnish assistance in the form of equipment or 
commodities only where necessary for instruction or demonstration purposes. 

Sec. 306. MuttimatTeraL TecunicaL CoopeRaTion.—As one means of 
accomplishing the purposes of this title, the United States is authorized to partici- 
oe in multilateral technical cooperation programs carried on by the United 

ations, the Organization of American States, their related organizations, and 
other international organizations, wherever practicable. There is hereby 
authorized to be appropriated to carry out the purpose of this section, in acdition 
to the amounts authorized by section 304, not to exceed— 

(a) $17,958,000 for making contributions to the United Nations Expanded 
Program of Technical Assistance; 

(b) $1,500,000 for making contributions to the technical cooperation 
program of the Organization of American States. 

Sec. 307. Apvances AND Grants; Contracts.—The President may make 
advances and grants-in-aid of technical cooperation programs to any person, 
corporation, or other body of persons or to any foreign government agency. 
The President may make and perform contracts and agreements in respect of 
technical cooperation programs on behalf of the United States Government with 
any person, corporation, or other body of persons however designated, whether 
within or without the United States, or with’any foreign government of foreign 
government agency. A contract or agreement which entails commitments for 
the expenditure of funds appropriated pursuant to this title may, subject to any 
future action of the Congress, run for not to exceed three years. 

Sec. 308. INTERNATIONAL DEVELOPMENT ApvisoRY BoaRp.—There shall be 
an advisory board, referred to in this section as the ‘‘Board’’, which shall advise 
and consult with the President, or such other officer as he may designate to admin- 
ister this title, with respect to general or basic policy matters arising in connection 
with the operation of programs authorized by this title, title II, and section 413 (b). 
The Board shall consist of not more than thirteen members appointed by the 
President, one of whom, by and with the advice and consent of the Senate, shall 
be appointed by him as chairman. The members of the Board shall be broadly 
representative of voluntary agencies and other groups interested in the programs 
including business, labor, agriculture, public health, and education. All members 
of the Board shall be citizens of the United States; none except the chairman shall 
be an officer or an employee of the United States (including any United States 
Government agency) who as such regularly receives compensation for current 
services. Members of the Board, other than the chairman if he is an officer of 
the United States Government, shall receive out of funds made available for the 
eee of this title a per diem allowance of $50 for each day spent away from their 

omes or regular places of business for the purpose of attendance at meetings of 
the Board or at conferences held upon the call of the chairman, and in necessary 
travel, and while so engaged they may be paid actual travel expenses and not to 
exceed $10 per diem in lieu of subsistence and other expenses. 


TITLE IV—OTHER PROGRAMS 


* * * * * * * 


Sec. 413. ENCOURAGEMENT OF FREE ENTERPRISE AND PRIVATE PARTICIPA- 
TIOoON.—(a) The Congress recognizes the vital role of free enterprise in achieving 
rising levels of production and standards of living essential to the economic progress 
and defensive strength of the free world. Accordingly, it is declared to be the 
policy of the United States to encourage the efforts of other free nations to increase 
the flow of international trade, to foster private initiative and competition, to 
discourage monopolistic practices, to improve the technical efficiency of their 
industry, agriculture and commerce, and to strengthen free labor unions; and to 
encourage the contribution of United States enterprise toward the economic 
strength of other free nations, through private trade and investment abroad, 
private participation in the programs carried out under this Act (including the 
use of private trade channels to the maximum extent practicable in carrying out 
such programs), and exchange of ideas and technical information on the matters 
covered by this section. 

(b) In order to encourage and facilitate participation by private a a oe: to 
the maximum extent practicable in achieving any of the purposes of this Act, the 
President— 
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(1) shall make arrangements to find and draw the attention of private enter- 
prise to opportunities for investment and development in other free nations; 

(2) shall accelerate a program of negotiating treaties for commerce and trade, 
including tax treaties, which shall include provisions to encourage and facilitate 
the flow of private investment to nations participating in programs under this 


Act; 

(3) shall, consistent with the security and best interests of the United States, 
seek compliance by other countries or a dependent area of any country with all 
treaties for commerce and trade and taxes and shall take all reasonable measures 
under this Act or other authority to secure compliance therewith and to assist 
United States citizens in obtaining just compensation for losses sustained by them 
or payments exacted from them as a result of measures taken or imposed by any 
country or dependent area thereof in violation of any such treaty; and 

(4) may make, until June 30, 1957, under rules and regulations prescribed by 
him, guaranties to any person of investments in connection with projects, includ- 
ing expansion, modernization, or development of existing enterprises, in any 
nation with which the United States has agreed to irstitute the guaranty program: 
Provided, That— 

(A) such projects shall be approved by the President as furthering any of 
the purposes of this Act, and by the natior concerned; 

(B) the guaranty to any person shall be limited to assuring any or all of 
the following: 

(i) the transfer into United States dollars of other currencies, or 
credits in such currencies, received by such person as earnings or profits 
from the approved project, as repayment or return of the investment 
therein, in whole or in part, or as compensation for the sale or disposition 
of all or any part thereof; 

(ii) the compensation in United States dollars for loss of all or any 
part of the investment in the approved project which shall be found by 
the President to have been lost to such person by reason of expropriation 
or confiscation by action of the government of a foreign nation; 

(C) when any payment is made to any person pursuant to a guaranty as 
hereinbefore described, the currency, credits, assets, or investment on account 
of which such payment is made shell become the property of the United 
States Government, and the United States Government shall be subrogated 
to any right, title, claim or cause of action existing in connection therewith; 

(D) the guaranty to any person shall not exceed the amount of dollars 
invested ir the project by such person with the approval of the President plus 
actual earnings or profits on said project to the extent provided by such 
guaranty, and shall o limited to a term not exceeding twenty years from the 
date of issuance; 

(E) a fee shall be charged in an amount not ers 1 per centum 
annum of the amount of each guaranty under clause (i) of subparagraph (B), 
and not exceeding 4 per centum per annum of the amount of each guaranty 
under clause (ii) of such subparagraph, and all fees collected hereunder shall 
be available for expenditure in discharge of liabilities under guaranties made 
under this section until such time as all such liabilities have been discharged 
or have expired, or until all such fees have been expended in accordance with 
the provisions of this section; 

(F) the President is authorized to issue guaranties up to a total of 
$200,000,000: Provided, That any funds allocated to a guaranty and re- 
maining after all liability of the United States assumed in connection there- 
with has been released, discharged, or otherwise terminated, shall be available 
for allocation to other guaranties, the foregoing limitation notwithstanding. 
Any payments made to discharge liabilities under guaranties issued under 
this subsection shall be paid out of fees collected under subparagraph (E) as 
long as such fees are available, and thereafter shall be paid out of funds 
realized from the sale of notes which have been issued under authority of 
paragraph 111 (c) (2, of the Economic Cooperation Act of 1948, as amended, 
when necessary to discharge liabilities under any such guaranty; 

(G) the guaranty program authorized by this paragraph shall be used to 
the maximum practicable extent and shall be administered under broad 
criteria so as to facilitate and increase the participation of private enterprise 
in achieving any of the purposes of this Act; 

(H) as used in this paragraph— 

(i) the term ‘‘person” means a citizen of the United States or any 
corporation, partnership, or other association created under the law of 
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the United States or of any State or Territory and substantially bene- 
ficially owned by citizens of the United States, and 

(ii) the term “investment” includes any contribution of capital goods, 
materials, equipment, services, patents, processes, or techniques by any 
person in the form of (1) a loan or loans to an approved project, (2) the 
purchase of a share of ownership in any such project, (3) participation in 
royalties, earnings, or profits of any such project, and (4) the furnishing 
of capital goods items and related services pursuant to a contrect pro- 
viding for payment in whole or in part after the end of the fiscal year 
in which the guaranty of such investment is made. 

* * * * * 

Sec. 417. Irish Counrerpart.—Pursuant to section 115 (b) (6) of the Eco- 
nomic Cooperation Act of 1948, as amended, the disposition within Ireland of the 
unencumbered balance, in the amount of approximately 6,000,000 Irish pounds, 
of the special account of Irish funds established under article IV of the Economic 
Cooperation Agreement between the United States of America and Ireland, dated 
June 28, 1948, for the purposes of— 

(1) scholarship exchange between the United States and Ireland; 

(2) other programs and projects (including the establishment of an Agri- 
cultural Institute) to improve and develop the agricultural production and 
marketing potential of Ireland and to increase the production and efficiency 
of Irish industry; and 

(3) development programs and projects in aid of the foregoing objectives. 

is hereby approved, as provided in the agreement between the Government of the 
United States of America and the Government of Ireland, dated June 17, 1954. 


* e * * a * * 


TITLE V—MISCELLANEOUS PROVISIONS 


CHAPTER 1. GENERAL PROVISIONS 
* * a s a * s 


Src. 503. TERMINATION oF AssISTANCE.—(a) If the President determines that 
the furnishing of assistance to any nation under any provision of this Act— 

(1) is no longer consistent with the national interest or security or the for- 
eign policy of the United States; or 

(2) would no longer contribute effectively to the purposes for which such 
assistance is furnished; or 

(3) is no longer consistent with the obligations and responsibilities of the 
United States under the Charter of the United Nations, 


he shall terminate all or part of any assistance furnished pursuant to this Act. If 
the President determines that any nation which is receiving assistance under 
chapter 1 of title I of this Act is not making its full contribution to its own defense 
or to the defense of the area of which it is a part, he shall terminate all or part of 
such assistance. Assistance to any nation under any provision of this Act may, 
unless sooner terminated by the President, be terminated by concurrent resolu- 
tion. Funds made available under this Act shall remain available for twelve 
months from the date of termination under this subsection for the necessary ex- 
penses of liquidating assistance programs. 

(b) (1) After June 30, 1955, none of the authority conferred by this Act ma 
be exercised for the purpose of carrying out any function authorized by title II; 
except that during the twelve months following such date (i) funds which have been 
obligated on or before that date shall remain available for expenditure, (ii) equip- 
ment, materials, commodities, and services with respect to which funds have been 
obligated on or before such date for procurement for, shipment to, or delivery in a 
recipient country may be transferred to such country, and (iii) funds appropriated 
under authority of this Act may be obligated (A) for the necessary expenses of pro- 
curement, shipment, delivery, and other activities essential to such transfer and 
(B) for the necessary expenses of liquidating operations incident to such functions. 

(2) At such time as the President shall find appropriate, the powers, duties 
and authority conferred by this Act with respect to such functions may be trans- 
ferred for the purpose of liquidation to such other United States Government 
agencies as the President shall specify, and the relevant funds, records, property, 
and personnel may be transferred to the agencies to which the related functions 
are transferred. 

(ec) Unless sooner abolished under section 525, the Foreign Operations Admin- 
istration shall cease to exist at the close of June 30, 1955. 
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Sec. 504. SMati, Bustnuss.—(a) Insofar as practicable and to the maximum 
extent consistent with the accomplishment of the purposes of this Act, the Presi- 
dent shall assist American small business to participate equitably in the furnishing 
of commodities and services financed with funds authorized under titles II, III, 
and IV, and chapters 2 and 3 of title I, of this Act— 

(1) by causing to be made available to suppliers in the United States 
and particularly to small independent enterprises, information, as far in 
advance oe possible, with respect to purchases proposed to be financed with 
such funds, 

(2) by causing to be made available to prospective purchasers in the 
nations receiving assistance under this Act information as to commodities 
and services produced by small independent enterprises in the United States, 
and 

(3) by providing for additional services to give small business better 
opportunities to participate in the furnishing of commodities and services 
financed with such funds. 

(b) There shall be an Office of Small Business, headed by a Special Assistant 
for Small Business, in such United States Government agency as the President 
may direct, to assist in carrying out the provisions of subsection (a) of this section. 

(c) The Secretary of Defense shall assure that there is made available to 
suppliers in the United States, and particularly to small independent enterprises, 
information with respect to purchases made by the Department of Defense pur- 
suant to chapter 1 of title I, such information to be furnished as far in advance 
as possible. 


* * * * * * a 


Sec. 508. Limitation ON FuNps FoR PropaGaNpAa.—None of the funds herein 
authorized to be appropriated nor any counterpart funds shall be used to pay for 
personal services or printing, or for other expenses of the dissemination within 
the United States of general propaganda in support of the mutual security pro- 
gram, or to pay the travel or other expenses outside the United States of any 
citizen or group of citizens of the United States for the purpose of publicizing 
such program within the United States. 


* + * * Oo + + 
CHAPTER 2. ORGANIZATION AND ADMINISTRATION 


Sec, 521. DeLEGATION oF AUTHORITY BY THE PRESIDENT.—(a) Except as pro- 
vided in subsection (b), the President may exercise any power or authority con- 
ferred on him by this Act through such agency or officer of the United States 
as he shall direct, and the head of such agency or such officer may from time to 
time promulgate such rules and regulations as may be necessary and proper to 
carry out functions under this Act and may delegate authority to perform any 
of such functions to his subordinates acting under his direction. 

(b) After June 30, 1955, the President shall exercise the powers conferred upon 
him under title III of this Act through the Secretary of State. 

Sec. 522. ALLOCATION AND REIMBURSEMENT AMONG AGENCIEs.—(a) The 
President may allocate or transfer to any United States Government agency 
any part of any funds available for carrying out the purposes of this Act, includ- 
ing any advance to the United States by any nation or international organization 
for the procurement of equipment or materials or services. Such funds shall be 
avaiable for obligation and expenditure for the purposes for which authorized, 
in accordance with authority granted in this Act or under authority governing 
the activities of the Government agencies to which such funds are allocated or 
transferred. Funds allocated to the Department of Defense shall be governed as 
to reimbursement by the procedures of subsection (c) of this section. 

(b) Any officer of the United States performing functions under this Act may 
utilize the services and facilities of, or procure commodities from, any United 
States Government agency as the President shall direct, or with the consent of 
the head of such agency, and funds allocated pursuant to this subsection to any 
such agency may be established in separate appropriation accounts on the books 
of the Treasury. 

(c) Reimbursement shall be made to any United States Government agency, 
from funds available to carry out chapter 1 of title I of tnis Act, for any assistance 
furnished under that chapter from, by, or through such agency. Such reimburse- 
ment shall be in an amount equal to the value (as defined in section 545) of the 
equipment and materials, services (other than salaries of members of the Armed 





96 DEVELOPMENT OF TECHNICAL ASSISTANCE PROGRAMS 


Forces of the United States), or other assistance furnished, plus expenses arising 
from or incident to operations under that chapter. The amount of any such 
reimbursement shall be credited as reimbursable receipts to current applicable 
appropriations, funds, or accounts of such agency and shall be available for, and 
under the authority applicable to, the purposes for which such appropriations, 
funds, or accounts are authorized to be used, including the procurement of equip- 
ment and materials or services, required by such agency, in the same general 
category as those furnished by it or authorized to be procured by it and expenses 
arising from and incident to such procurement. 

(d) In the case of any commodity, service, or facility procured from any 
United States Government agency under any provision of this Act other than 
chapter 1 of title I, reimbursement or payment shall be made to such agency from 
funds available to carry out such provision. Such reimbursement or payment 
shall be at replacement cost, or, if required by law, at actual cost, or at any other 
price authorized by law and agreed to by the owning or disposal agency. The 
amount of any such reimbursement or payment shall be credited to current 
applicable appropriations, funds, or accounts from which there may be procured 
replacements of similar commodities, services, or facilities, except that where 
such appropriations, funds, or accounts are not reimbursable except by reason of 
this subsection, and when the owning agency determines that such replacement 
is not necessary, any funds received in payment therefor shall be covered into 
the Treasury as miscellaneous receipts. 

(e) In furnishing assistance under this Act and in making surplus agricultural 
commodities available under section 402 accounts may be established on the books 
of any United States Government agency or, on terms and conditions approved 
by the Secretary of the Treasury, in banking institutions in the United States, 
— which (i) letters of commitment may be issued which shall constitute 
obligations of the United States, and moneys due or to become due under such 
letters of commitment shall be assignable under the Assignment of Claims Act 
of 1940, as amended, and (ii) withdrawals may be made by recipient nations or 
agencies, organizations or persons upon presentation of contracts, invoices, or 
other appropriate documentation. xpenditure of funds which have been made 
available through accounts so established shall be accounted for on standard 
documentation required for expenditure of Government funds: Provided, That 
such expenditures for commodities or services procured outside the continental 
limits of the United States may be accounted for exclusively on such certification 
as may be prescribed in regulations approved by the Comptroller General of the 
United States. 

Sec, 523. Coorpination Wir Foreien Poricy.—(a) Nothing contained in 
this Act shall be construed to infringe upon the powers or functions of the Secre- 
tary of State. 

b) The President shall prescribe appropriate procedures to assure coordina- 
tion among representatives of the United States Government in each country, 
under the leadership of the Chief of the United States Diplomatic Mission. 

Sec. 524. Tue Secretary or Derense.—(a) In the case of aid under chapter 1 
= title I of this Act, the Secretary of Defense shall have primary responsibility 
or— 

(1) the determination of military end-item requirements; 

(2) the procurement of military equipment in a manner which permits its 
integration with service programs; 

(3) the supervision of end-items used by the recipient countries; 

(4) the supervision of the training of foreign military personnel; 

(5) the movement and eet military end-items; and 

(6) within the Department of Defense, the performance of any other func- 
tions with respect to the furnishing of military assistance. 

(b) The establishment of priorities in the procurement, delivery, and allocation 
of military equipment shall be determined by the Secretary of Defense. The 
determination of the value of the program for any country under chapter 1 of 
title I shall be made by the President. 

Sec. 525. Foreign Operations ADMINISTRATION.—Except as modified pur- 
suant to this section or section 521, the Director of the Foreign Operations Admin- 
istration (referred to in this chapter as the “Director’’) shall continue to perform 
the functions vested in him on the effective date of this Act, except insofar as such 
functions relate to continuous supervision and general direction of programs of 
military assistance. The President may transfer to any agency or officer of the 
United States, and may modify or abolish, any function, office, or entity of the 
Foreign Operations Administration or any officer or employee thereof, and may 
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transfer such personnel, property, records, and funds as may be necessary incident 
thereto. 

Sec. 526. Missions aNp Starrs ABroap.—The President may maintain spe- 
cial missions or staffs abroad in such nations and for such periods of time as may 
be necessary to carry out this Act. Each such special mission or staff shell be 
under the cirection of a chief. The chief and his deputy shall be appointed by 
the President and may, notwithstanding any other law, be removed by the Presi- 
dent at his discretion. The chief shall be entitled to receive (1) in cases approved 
by the President, the same compensation and allowances as a chief of mission, 
class 3, or a chief of mission, class 4, within the meaning of the Foreign Service 
Act of 1946 (22 U. S. C. 801), or (2) compensation and allowances in accordance 
with section 527 (c) of this Act, as the President shall determine to be appropriate. 

Sec. 527. EMPLOYMENT OF PeRsONNEL.—(a) Any United States Government 
agency performing functions under this Act is authorized to employ such per- 
sonnel 17 the President deems necessary to carry out the provisions and purposes 
of this Act. 

(b) Of the personnel employed in the United States on programs authorized by 
this Act, not to exceed sixty may be compensated without regard to the provi- 
sions of the Classification Act of 1949, as amended, of whom not to exceed thirty- 
five may be compensated at rates higher than those provided for grade 15 of the 
generel schedule established by the Classification Act of 1949, as amended, and 
of these, not to exceed fifteen may be compensated at a rate in excess of the 
highest rate provided for grades of such general schedule but not in excess of 
$15,000 per annum. Such positions shell be in addition to those authorized by 
law to be filled by Presidential appointment, and in addition to the number au- 
thorized by section 505 of the Classification Act of 1949, as amended. 

(c) For the peryene of performing functions under this Act outside the con- 
tinental limits of the United States, the Director may— 

(1) employ or assign persons, or authorize the employment or assignment 
of officers or employees of other United States Government agencies, who 
shall receive compensation at any of the rates provided for the Foreign 
Service Reserve and Staff by the Foreign Service Act of 1946, as amended 
(22 U. S. C. 801), together with allowances and benefits established there- 
under including, in all cases, post differentials prescribed under section 443 
of the Foreiga Service Act; and persons so employed or assigned shall be en- 
titled to the same benefits as are provided by section 528 of the Foreign Serv- 
ice Act for persons appointed to the Foreign Service Reserve and, except for 
policy-making officials, the provisions of section 1005 of the Foreign Service 
Act shell apply in the case of such persons; and 

(2) utilize such euthority, including authority to appoint and assign 
personnel for the duration of operations under this Act, contained in the 
Foreign Service Act of 1946, as amended (22 U. S. ©. 801), as the President 
deems necessary to carry out functions under this Act. Such provisions of 
the Foreign Service Act as the President deems appropriate shall apply to 
personnel appointed or assigned urder this paragraph, including, in all 
cases, the provisions of sections 443 and 528 of that Act. 

(d) For the purpose of performing functions under this Act outside the conti- 
nental limits of the United States, the Secretary of State may, at the request of 
the Director, appoint for the duration of operations under this Act alien clerks 
and employees in accordance with applicable provisions of the Foreign Service 
Act of 1946, as amended (22 U. 8. C. 801). 

Sec. 528. Dera, or PERSONNEL TO FoREIGN GOVERNMENTS.—(a) Whenever 
the President determines it to be consistent with and in furtherance of the pur- 
poses of this Act, the head of any United States Government agency is authorized 
to detail or assign any officer or employee of his agency to any office or position to 
which no compensation is attached with any foreign government or foreign govern- 
ment agency: Provided, That such acceptance of office shall in no case involve 
the taking of an oath of allegiance to another government. 

(b) Any such officer or employee, which so assigned or detailed, shall be con- 
sidered, for the purpose of preserving his privileges, rights, seniority, or other 
benefits as such, an officer or employee of the Government of the United States 
and of the Government agency from which assigned or detailed, and he shall con- 
tinue to receive compensation, allowances, and benefits from funds available to 
os agency or made available to that agency out of funds authorized under 

is Act. 

Sec. 529, DeraiL oF PERSONNEL TO INTERNATIONAL ORGANIZATIONS.—(&) 
Whenever the President determines it to be consistent with and in furtherance of 
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the purposes of this Act, the head of any United States Government agency is 
authorized to detail, assign, or otherwise make available to any international 
organization any officer or employee of his agency to serve with or as a member of 
the international staff of such organization, or to render any technical, scientific 
or professional advice or service to or in cooperation with such organization. 

(b) Any such officer or employee, while so assigned or detailed, shall be con- 
sidered, for the purpose of preserving his allowances, privileges, rights, seniority 
and other benefits as such, an officer or employee of the Government of the United 
States and of the Government agency from which detailed or assigned, and he shall 
continue to receive compensation, allowances, and benefits from funds available 
to that agency or made available to that agency out of funds authorized under this 
Act. He may also receive, under such regulations as the President may prescribe, 
representation allowances similar to those allowed under section 901 of the Foreign 
Service Act of 1946, as amended (22 U. 8. C. 801). The authorization of such 
allowances and other benefits and the payment thereof out of any appropriations 
available therefor shall be considered as meeting all the requirements of section 
1765 of the Revised Statutes. 

(c) Details or assignments may be made under this section— 

(1) without reimbursement to the United States by the international 
organization; 

(2) upon agreement by the international organization to reimburse the 
United States for compensation, travel expenses, and allowances, or any part 
thereof, payable to such officer or employee during the period of assignment 
or detail in accordance with subsection (b) of this section; and such reimburse- 
ment shall be credited to the appropriation, fund, or account utilized for 
paying such compensation, travel expenses, or allowances, or to the appro- 
priation, fund, or account currently available for such purposes; 

(3) upon an advance of funds, property, or services to the United States 
accepted with the approval of the President for specified uses in furtherance 
of the purposes of this Act; and funds so advanced may be established as a 
separate fund in the Treasury of the United States, to be available for the 
specified uses, and to be used for reimbursement of appropriations or direct 
expenditure subject to the provisions of this Act, any unexpended balance of 
such account to be returned to the international organization; or 

(4) subject to the receipt by the United States of a credit to be applied 
against the payment by the United States of its share of the expenses of the 
international organization to which the officer or employee is detailed, such 
credit to be based upon the compensation, travel expenses and allowances 
or any part thereof, payable to such officer or employee during the period of 
assignment or detail in accordance with subsection (b) of this section. 

Sec. 530. Experts anp CONSULTANTS OR ORGANIZATIONS THEREOF.—(a) Ex- 
perts and consultants or organizations thereof, as authorized by section 15 of the 
Act of August 2, 1946 (5 U. S. C. 55a), may be employed by any United States 
Government agency for the performance of functions under this Act, and indi- 
viduals so employed may be compensated at rates not in excess of $75 per diem, 
and while away from their homes or regular places of business, they may be paid 
actual travel expenses and per diem in lieu of subsistence and other expenses at a 
rate not to exceed $10 while so employed within the continental limits of the 
United States and at the applicable rate prescribed in the Standardized Govern- 
mert Travel Regulations (Foreign Areas) while so employed outside the con- 
tinental limits of the United States. 

(b) Persons of outstanding experience and ability may be employed without 
compensation by any United States Government agency for the performance of 
functions under this Act in accordance with the provisions of section 710 (b) of 
the Defense Production Act of 1950, as amended (50 U. S. C. App. 2160), and 
regulations issued thereunder. 

Sec. 531. Securrry CLEARANCE.—No citizen or resident of the United States 
may be employed, or if already employed, may be assigned to duties by the 
Director under this Act for a period to exceed three months unless— 

(a) such individual has been investigated as to loyalty and security by the 
Civil Service Commission, or by the Federal Bureau of Investigation in the 
case of specific positions which have been certified by the Director as being 
of a high degree of importance or sensitivity or in case the Civil Service 
Commission investigation develops data reflecting that the individual is of 
questionable loyalty, and a report thereon has been made to the Director, 
and until the Director has certified in writing (and filed copies thereof with 
the Senate Committee on Foreign Relations and the House Committee on 
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Foreign Affairs) that, after full consideration of such report, he believes such 
individual is loyal to the United States, its Constitution, and form of govern- 
ment, and is not now and has never knowingly been a member of any organi- 
zation advocating contrary views; or 

(b) such individual has been investigated by a military intelligence agency 
and the Secretary of Defense has certified in writing that he believes such 
individual is loyal to the United States and filed copies thereof with the 
Senate Committee on Foreign Relations and the House Committee on 
Foreign Affairs. 

This section shall not apply in the case of any officer appointed by the President 
by and with the advice and consent of the Senate, nor shail it apply in the case 
of any person already employed under programs covered by this Act who has been 
previously investigated in connection with such employment. 

Sec. 532. ExemprioN or PERSONNEL FRomM CERTAIN FEDERAL Laws.— 
(a) Service of an individual as a member of the Poard established pursuant to 
section 308 of this Act or as an expert or consultant under section 530 (a) shall not 
be considered as service or employment bringing such individual within the pro- 
visions of title 18, U. 8. C., section 281, 283 or 284, or of section 190 of the Revised 
Statutes (5 U. 8. C. 99), or of any other Federal law imposing restrictions, require- 
ments, or penalties in relation to the employment of persons, the performance 
of services, or the payment or receipt of compensation in connection with any 
claim, proceeding, or matter involving the United States, except insofar as such 
provisions of law may prohibit any such individual from receiving compensation 
in respect of any particular matter in which such individual was directly involved 
in the performance of such service; nor shall such service be considered as employ- 
ment or holding of office or position bringing such individual within the provisions 
of section 6 of the Act of May 22, 1920, as amended (5 U. 8. C.:715), section 212 
of the Act of June 30, 1932, as amended (5 U. S. C. 59a), or anv other Federal law 
limiting the reemployment of retired officers or er ployees or governing the simul- 
taneous receipt of compensation and retired pay or annuities, 

(b) Notwithstanding section 2 of the Act of July 31, 1894 (5 U.S. C. 62), which 
prohibits certain retired officers from holding certain office, any retired officer of 
any of the services mentioned in the Career Compensation Act of 1949 may hold 
any office or appointment under this Act or the Mutual Defense Assistance Control 
Act of 1951, but the compensation of any such retired officer shall be subject to 
the provisions of the Act of June 30, 1932 (5 U. 8. C. 59a), which does not permit 
retired pay to be added to the compensation received as a civilian officer. 

Sec. 533. Waivers or Certain Frepprat Laws.—Whenever the President 
determines it to be in furtherance of purposes declared in this Act, the functions 
authorized under this Act may be performed without regard to such provisions of 
law (other than the Renegotiation Act of 1951, as amended) regulating the making, 
performance, amendment, or modification of contracts and the expenditure of 
Government funds as the President may specify. 

Sec. 534. Reports.—The President, from time to time while funds appro- 
priated for the purpose of this Act continue to be available for obligation, shall 
transmit to the Congress reports covering each six months of operations, in further- 
ance of the purposes of this Act, except information the disclosure of which he 
deems incompatible with the security of the United States. Reports provided 
for under this section shall be transmitted to the Secretary of the Senate or the 
Clerk of the House of Representatives, as the case may be, if the Senate or the 
House of Representatives, as the case may be, is notin session. Such reports shall 
ongeing detailed information on the implementation of sections 504 and 413 (b) of 
this Act. 

Sec. 535. CoopeRATION WitTH INTERNATIONAL ORGANIZATIONS.—(a) The 
President is authorized to request the cooperation of or the use of the services and 
facilities of the United Nations, its organs and specialized agencies, or other inter- 
national organizations, in carrying out the purposes of this Act, and may make pay- 
ments by advancements or reimbursements, for such purposes, out of funds made 
available for the purposes of this Act, as may be necessary therefor, to the extent 
that special compensation is usually required for such services and facilities: Pro- 
vided, That nothing in this section shall be construed to authorize the delegation to 
any international or foreign organization or agency of authority to decide the 
aemee of furnishing assistance under this Act to any country or the amount 

ereof. 

(b) Whenever the President determines it to be in furtherance of the purposes 
of this Act, United States Government agencies, on request of international or- 
ganizations, are authorized to furnish supplies, materials, and services, on an ad- 
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vance of funds or reimbursement basis, to such organizations. Suh advances or 
reimbursements may be credited to the current applicable appropriation or fund 
of the agency concerned and shall be available for the purposes for which such 
appropriations and funds are authorized to be used. 

Sec. 536. Joint CoMMIssION ON RURAL RECONSTRUCTION IN CHINA.—The 
President is authorized to continue to participate in the Joint Commission on 
Rural Reconstruction in China and to appoint citizens of the United States to the 
Commission. 

a a +e * * * * 





12. MUTUAL SECURITY APPROPRIATIONS ACT, 1955 


Public Law 778, Eighty-third Congress, Approved September 3, 1954 
[Excerpt, p. 2] 


For expenses necessary to enable the President to carry out the provisions of 
the Mutual Security Act of 1954, Public Law [665], approved [August 26,] 1954 
(H. R. 9678), as follows: 

* * * * * * * 

Contributions to the United Nations expanded program of technical assistance: 
For contributions to cover the amount pledged by the United States for conducting 
the program during the calendar year 1954, $9,957,621: Provided, That no com- 
mitment for the calendar year 1955 or thereafter shall be pledged on behalf of the 
United States until the Congress appropriates for said purpose: 

* * » * * * . 





13. SENATE RESOLUTION 214, EIGHTY-THIRD CONGRESS, SECOND 
SESSION, JULY 6, 1954 


Resolution 


Whereas the Act for International Development (the technical assistance 
program, Public Law 535, Eighty-first Congress) has been in operation for four 
years; and 

Whereas that Act declares it to be the “policy of the United States to aid the 
efforts of the people of economically underdeveloped areas to develop their 
resources and improve their working and living conditions by encouraging the 
exchange of technical knowledge and skills and the flow of investment 
capital * * *”; and 

Whereas the administration of the program has recently been transferred from 
the Department of State to the Foreign Operations Administration; and 

Whereas reports have been received indicating in some areas of the world a 
tendency for purposes of the program to become distorted; and 

Whereas if technical assistance -rograms are to contribute to the foreign policy 
purposes of the American people and to hold full promise of helping under- 
developed areas to realize the full potential of democratic life: Now, therefore, 
be it 

Resolved, That a subcommittee of the Committee on Foreign Relations (here- 
inafter referred to as the Committee), to consist of six members chosen equally 
fron: oth parties by the chairman of the Foreign Relations Committee (in 
conjunction with two other Senators, not members of the Committee on Foreign 
Relations and not of the same political party, designated by the President of the 
Senate) is hereby authorized and directed to make a full and complete study of 
technical assistance and related programs. 

Sec. 2. The said Committee shall, without limiting the scope of the study 
hereby authorized, direct its attention to the following matters: 

1. The general level of authorizations of funds for the future to enable 
the programs efficiently to achieve their purposes; 

2. The relationships between the technical assistance programs of the 
United Nations and of the Organization of American States and those 
conducted by the United States; 

3. The coordination of United States agencies in operations within and 
outside the United States; 
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4, The extent to which the programs have been able to utilize private 
agencies in achieving their purposes; 

5. The degree of self-help and mutual assistance available in countries 
receiving technical assistance; 

6. The relationship between technical assistance, economic aid, and 
military assistance; and 

7. The effectiveness of the administration of the programs in advancing 
the foreign policy of the United States. 

Sec. 3. The Committee on Foreign Relations shall transmit to the Senate not 
later than January 31, 1955, the results of the study herein authorized together 
with such recommendations as may be found desirable. 

Suc. 4. In the conduct of this study, full use shall be made of the reports sub- 
mitted by the International Development Advisory Board. The executive 
agencies concerned with this program are requested to give the Committee such 
assistance as it may require. 

Sec. 5. For the purpose of this resolution, the Committee is authorized to 
employ on a temporary basis through January 31, 1955, such technical, clerical, 
or other assistants, experts, and consultants as it deems desirable. The expenses 
of the Committee under this resolution, which shall not exceed $40,000, shall be 
paid from the contingent fund of the Senate upon vouchers approved by the 
chairman of the Committee on Foreign Relations, 





II. Policy Statements 


14. INAUGURAL ADDRESS OF PRESIDENT TRUMAN, JANUARY 20, 1949 
[Excerpt] 
* . + * o * . 


In the coming years, our program for peace and freedom will emphasize four 
major courses of action. 

First. We will continue to give unfaltering support to the United Nations and 
related agencies, and we will continue to search for ways to strengthen their 
authority and increase their effectiveness. We believe that the United Nations 
will be strengthened by the new nations which are being formed in lands now 
advancing toward self-government under democratic principles, 

Second. We will continue our programs for world economic recovery. 

This means, first of all, that we must keep our full weight behind the European 
recovery program. We are confident of the success of this major venture in 
world recovery. We believe that our partners in this effort will achieve the 
status of self-supporting nations once again. 

In addition, we must carry out our plans for reducing the barriers to world 
trade and increasing its volume. Economic recovery and peace itself depend on 
increased world trade. 

Third. We will strengthen freedom-loving nations against the dangers of 
aggression. 

We are now working out with a number of countries a joint agreement designed 
to strengthen the security of the North Atlantic area. Such an agreement would 
take the form of a collective defense arrangement within the terms of the Urited 
Nations Charter. 

We have already established such a defense pact for the Western Hemisphere 
by the treaty of Rio de Janeiro. 

The primary purpose of these agreements is to provide unmistakable proof of 
the joint determination of the free countries to resist armed attack from any 
quarter. Each country participating in these arrangements must contribute all 
it can to the common defense. 

If we can make it sufficiently clear, in advance, that any armed attack affecting 
our national security would be met with overwhelming force, the armed attack 
might never occur. 
it hope soon to send to the Senate a treaty respecting the North Atlantic security 
plan. 

In addition, we will provide military advice and equipment to free nations 
which will cooperate with us in the maintenance of:peace and security. 

Fourth. We must embark on a bold new program for making the benefits of 
our scientific advances and industrial progress availa) le for the improvement and 
growth of underdeveloped areas. 
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More than half the people of the world are living in conditions approaching 
misery. Their food is inadequate. They are victims of disease. Their eco- 
nomic life is primitive and stagnant. Their poverty is a handicap and a threat 
both to them and to more prosperous areas. 

For the first time in history, humanity possesses the knowledge and the skill to 
relieve the suffering of these people. 

The United States is preeminent among nations in the development of industrial 
and scientific techniques. The material resources which we can afford to use for 
assistance of other peoples are limited. But our imponderable resources in tech- 
nical knowledge are constantly growing and are inexhaustible. 

I believe that we should make available to peace-loving peoples the benefits of 
our store of technical knowledge in order to help them realize their aspirations for 
a better life. And, in cooperation with other nations, we should foster capital 
investment in areas needing development. 

Our aim should be to help the free peoples of the world, through their own 
efforts, to produce more food, more clothing, more materials for housing, and 
more mechanical power to lighten their burdens. 

We invite other countries to pool their technological resources in this under- 
taking. Their contributions will be warmly welcomed. This should be a coop- 
erative enterprise in which all nations work together through the United Nations 
and its specialized agencies wherever practicable. It must be a worldwide effort 
for the achievement of peace, plenty, snd freedom. 

With the cooperation of business, private’capital, agriculture, and labor in this 
country, this program can greatly increase the industrial activity in other nations 
and can raise substantially their standards of living. 

Such new economic developments must be devised and controlled to benefit the 
peoples of the areas in which they are established. Guaranties to the investor 
must be balanced by guaranties in the interest of the people whose resources and 
whose labor go into these developments. 

The old imperialism—exploitation for foreign profit—has no place in our plans. 
What we envisage is a program of development based on the concepts of demo- 
cratic fair dealing. 

All countries, including our own, will greatly benefit from a constructive pro- 
gram for the better use of the world’s human and natural resources. Experience 
shows that our commerce with other countries expands as they progress industrially 
and economically. 

Greater production is the key to prosperity and peace. And the key to greater 
production is a wider and more vigorous application of modern scientific and 
technical knowledge. 

Only by helping the least fortunate of its members to help themselves can the 
human family achieve the decent, satisfying life that is the right of all people. 

Democracy alone can supply the vitalizing force to stir the peoples of the world 
into triumphant action, not only against their human oppressors, but also against 
their ancient enemies—hunger, misery, and despair. 


15. PRESIDENT TRUMAN’S MESSAGE TO THE CONGRESS ON TECH- 
NICAL ASSISTANCE FOR THE UNDERDEVELOPED AREAS OF THE 
WORLD, JUNE 24, 1949 


In order to enable the United States, in cooperation with other countries, 
to assist the peoples of economically underdeveloped areas to raise their standards 
of living, I recommend the enactment of legislation to authorize an expanded 
program of technical assistance for such areas, and an experimental program for 
encouraging the outflow of private investment beneficial to their economic 
development. These measures are the essential first steps in an eee 
which will call upon private enterprise and voluntary organizations in the Unite 
States, as well as the Government, to take part in a constantly growing effort to 
improve economic conditions in the less-developed regions of the world. 

The grinding poverty and the lack of economic opportunity for many millions 
of people in the economically underdeveloped parts of Africa, the Near and Far 
East, and certain regions of Central and South America, constitute one of the 
greatest challenges of the world today. In spite of their age-old economic and 
social handicaps, the peoples in these areas have in recent decades been stirred 
and awakened. The spread of industrial civilization, the growing understanding 
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of modern concepts of government, and the impact of two World Wars have 
changed their lives and their outlook. They are eager to play a greater part in 
in the community of nations. 

All these areas have a common problem. They must create a firm economic 
base for the democratic aspirations of their citizens. Without such an economic 
base, they will be unable to meet the expectations which the modern world has 
aroused in their peoples. If they are frustrated and disappointed, they may turn 
to false doctrines which hold that the way of progress lies through tyranny. 

For the United States the great awakening of these peoples holds tremendous 
promise. It is not only a promise that new and stronger nations will be associated 
with us in the cause of human freedom, it is also a promise of new ceonomic 
strength and growth for ourselves. 

With many of the economically underdeveloped areas of the world, we have 
long had ties of trade and commerce. In many instances today we greatly need 
the products of their labor and their resources. If the productivity and the 
purchasing power of these countries are expanded, our own industry and agri- 
culture will benefit. Our experience shows that the volume of our foreign trade 
is far greater with highly developed countries than it is with countries having a 
low standard of living and inadequate industry. To increase the output and the 
national income of the less-developed regions is to increase our own economic 
stability. 

In addition, the development of these areas is of utmost importance to our 
efforts to restore the economies of the free European nations. As the economies of 
the underdeveloped areas expand, they will provide needed products for Europe 
and will offer a better market for European goods. Such expansion is an essential 
part of the growing system of world trade, which is necessary for European 
recovery. 

Furthermore, the development of these areas will strengthen the United 
Nations and the fabric of world peace. The preamble to the Charter of the 
United Nations states that the economic and social advancement of all people 
is an essential bulwark of peace. Under article 56 of the Charter, we have 
promised to take separate action and to act jointly with other nations “‘to promote 
higher standards of living, full employment, and conditions of economic and social 
progress and development.” 

For these various reasons, assistance in the development of the economically 
underdeveloped areas has become one of the major elements of our foreign policy. 
In my inaugural address I outlined a program to help the peoples of these areas 
to attain greater production as a way to prosperity and peace. 

The major effort in such a program must be local in character; it must be 
made by the people of the underdeveloped areas themselves. It is essential, 
however, to the success of their effort that there be help from abroad. In some 
cases the peoples of these areas will be unable to begin their part of this great 
enterprise without initial aid from other countries. 

The aid that is needed falls roughly into two categories: The first is the tech- 
nical, scientific, and managerial knowledge necessary to economic development. 
This category includes not only medical and educational knowledge, and assistance 
and advice in such basic fields as sanitation, communications, road building and 
governmeptal services, but also, and perhaps most important, assistance in the 
survey of resources and in planning for long-range economic development. 

The second category is production goods—machinery and equipment—and 
financial assistance in the creation of productive enterprises. The underdeveloped 
areas need capital for port and harbor development, roads and communications, 
irrigation and drainage projects, as well as for public utilities and the whole 
range of extractive, processing, and manufacturing industries. Much of the 
capital required can be provided by these areas themselves, in spite of their low 
standards of living. But much must come from abroad. 

The two categories of aid are closely related. Technical assistance is necessary 
to lay the groundwork for productive investment. Investment, in turn, brings 
with it technical assistance. In general, however, technical surveys of resources 
and of the possibilities of economic development must precede substantial capital 
investment. Furthermore, in many of the areas concerned, technical assistance 
in improving sanitation, communications, or education is required to create 
conditions in which capital investment can be fruitful. 

This country, in recent years, has conducted relatively modest programs of 
technical cooperation with other countries. In the field of education, channels 
of exchange and communication have been opened between our citizens and 
those of other countries. To some extent, the expert assistance of a number of 
Federal agencies, such as the Public Health Service and the Department of Agri- 
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culture, has been made available to other countries. We have also participated 
in the activities of the United Nations, its specialized agencies, and other inter- 
national organizations to disseminate useful techniques among nations. 

Through these various activities we have gained considerable experience in 
rendering technical assistance to other countries. What is needed now is to 
expand and integrate these activities and to concentrate them particularly on the 
economic development of underdeveloped areas. 

Much of the aid that is needed can be provided most effectively through the 
United Nations. Shortly after my inaugural address this Government asked the 
Economic and Social Council of the United Nations to consider what the United 
Nations and the specialized international agencies could do in this program. 

The Secretary General of the United Nations thereupon asked the United 
Nations Secretariat and the secretariats of the specialized international agencies 
to draw up cooperative plans for technical assistance to underdeveloped areas. 
As a result, a survey was made of technical projects suitable for these agencies 
in such fields as industry, labor, agriculture, scientific research with respect. to 
natural resources, and fiscal management. The total cost of the program sub- 
mitted as a result of this survey was estimated to be about $35,000,000 for the 
first year. It is expected that the United Nations and the specialized inter- 
national agencies will shortly adopt programs for carrying out projects of the 
type included in this survey. 

In addition to our participation in this work of the United Nations, much of 
the technical assistance required can be provided directly by the United States 
to countries needing it. A careful examination of the existing information con- 
cerning the underdeveloped countries shows particular need for technicians and 
experts with United States training in plant and animal diseases, malaria and 
typhus control, water supply and sewer systems, metallurgy and mining, and 
nearly all phases of industry. 

It has already been shown that experts in these fields can bring about tremend- 
ous improvements. For example, the health of the people of many foreign com- 
munities has been greatly improved by the work of United States sanitary 
engineers in setting up modern water-supply systems. The food supply of 
many areas has been increased as the result of the advice of United States agri- 
c.ltural experts in the control of animal diseases and the improvement of crops. 
These are only examples of the wide range of benefits resulting from the careful 
application of modern techniques to local problems. The benefits which a com- 
prehensive program of expert assistance will make possible can only be revealed 
by studies and surveys under taken as a part of the program itself. 

To inaugurate the program, I recommend a first-year appropriation of not to 
exceed $45,000,000. This includes $10,000,000 already requested in the 1950 
budget for activities of this character. The sum recommended will cover both 
our participation in the programs of the international agencies and the assist- 
ance to be provided directly by the United States. 

In every case, whether the operation is conducted through the United Nations, 
the other international agencies, or directly by the United States, the country 
receiving the benefit of the aid will be required to bear a substantial portion of 
the expense, 

The activities necessary to carry out our program of technical aid will be 
diverse in character and will have to be performed by a number of different 
Government agencies and private instrumentalities. It will be necessary to 
utilize not only the resources of international agencies and the United States 
Government, but also the facilities and the experience of the private business 
and nonprofit organizations that have long been active in this work. 

Since a number of Federal agencies will be involved in the program, I recom- 
mend that the administration of the program be vested in the President, with 
authority to delegate to the Secretary of State and to other Government officers, 
as may be appropriate. With such administrative flexibility, it will be possible 
to modify the management of the program as it expands and to meet the practical 
problems that will arise in its administration in the future. 

The second category of outside aid need by the underdeveloped areas is the 

rovision of capital for the creation of productive enterprises. The International 
Bank for Reconstruction and Development and the Export-Import Bank have 
provided some capital for underdeveloped areas, and, as the economic growth 
of these areas progresses, should be expected to provide a great deal more. In 
addition, private sources of funds must be encouraged to provide a major part 
of the capital required. 

In view of the present troubled condition of the world—the distortion of world 
trade, the shortage of dollars, and other after effects of the war—the problem of 
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substantially increasing the flow of American capital abroad presents serious 
difficulties. In all probability novel devices will have to be employed if the 
investment from this country is to reach proportions sufficient to carry out the 
objectives of our program. 

All countries concerned with the program should work together to bring about 
conditions favorable to the flow of private capital. To this end we are negotiat- 
ing agreements with other countries to protect the American investor from 
unwarranted or discriminatory treatment under the laws of the country in which 
he makes his investment. 

In negotiating such treaties we do not, of course, ask privileges for American 
capital greater than those granted to other investors in underdeveloped countries 
or greater than we ourselves grant in this country. We believe that American 
enterprise should not waste local resources, should provide adequate wages and 
working conditions for local labor, and should bear an equitable share of the burden 
of local taxes. At the same time we believe that investors will send their capital 
abroad on an increasing scale only if they are given assurance against risk of loss 
through expropriation without compensation, unfair or discriminatory treat- 
ment, destruction through war or rebellion, or the inability to convert their earn- 
ings into dollars. 

Although our investment treaties will be directed at mitigating such risks, they 
cannot eliminate them entirely. With the best will in the world a foreign coun- 
try, particularly an underdeveloped country, may not be able to obtain the dollar 
exchange necessary for the prompt remittance of earnings on dollar capital. 
Damage or loss resulting from internal and international violence may be beyond 
the power of our treaty signatories to control. 

any of these conditions of instability in underdeveloped areas which deter 
foreign investment are themselves a consequence of the lack of economic develo 
ment which only foreign investment can cure. Therefore, to wait until stable 
conditions are assured before encouraging the outflow of capital to underdeveloped 
areas would defer the attainment of our objectives indefinitely. It is necessary 
to take vigorous action now to break out of this vicious circle. 

Since the development of underdeveloped economic areas is of major importance 
in our foreign policy, it is appropriate to use the resources of the Government to 
accelerate private efforts toward that end. I recommend, therefore, that the 
Export-Import Bank be authorized to guarantee United States private capital, 
invested in productive enterprises abroad which contribute to economic develop- 
ment in underdeveloped areas, against the risks peculiar to those investments. 

This guaranty activity will at the outset be largely experimental. Some invest- 
ments may require only a guaranty against the danger of inconvertibility, others 
may need protection against the danger of expropriation and other dangers as 
well. It is impossible at this time to write a standard guaranty. The bank will, 
of course, be able to require the payment of premiums for such protection, but 
there is no way now to determine what premium rates will be most appropriate 
in the long run. Only experience can provide answers to these questions. 

The bank has sufficient resources at the present time to begin the guaranty 
program and to carry on its lending activities as well without any increase in its 
authorized funds. If the demand for guaranties should prove large, and lending 
activities continue on the scale expected, it-will be necessary to request the Con- 
gress at a later date to increase the authorized funds of the bank. 

The enactment of these two legislative proposals, the first pertaining to technical 
assistance and the second to the encouragement of foreign investment, will con- 
stitute a national endorsement of a program of major importance in our efforts 
for world peace and economic stability. Movasthalens, these measures are only 
the first steps. We are here embarking on a venture that extends far into the 
future. We are at the beginning of a rising curve of activity, private, govern- 
mental, and international, that will continue for many years to come. It is all 
the more important, therefore, that we start promptly. 

In the economically underdeveloped areas of the world today there are new 
creative energies. We look forward to the time when these countries will be 
stronger and more independent than they are now, and yet more closely bound to 
us and to other nations by ties of friendship and commerce, and by kindred ideals. 
On the other hand, unless we aid the newly awakened spirit in these peoples to find 
the course of fruitful development, they may fall under the control of those whose 
philosophy is hostile to human freedom, thereby prolonging the unsettled state 
of the world and postponing the achievement of permanent peace. 

Before the peoples of these areas we hold out the promise of a better future 
through the democratic way of life. It is vital that we move quickly to bring the 
meaning of that promise home to them in their daily lives. 
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16. MESSAGE OF PRESIDENT EISENHOWER ON EXTENSION OF THE 
MUTUAL SECURITY PROGRAM, 1953 


House Document 140, Eighty-third Congress, May 5, 1953 
[Excerpt] 


To the Congress of the United States: 


I recommend to the Congress the passage of legislation extending the Mutual 
Security Program in order to enable the United States to carry out its responsi- 
bilities of leadership in building up the security of the free world and the prospects 
for peace both for ourselves and our allies. 

The basie purpose of this program is simply the long-term security of the 
United States living in the shadow of the Soviet threat. 

The program being submitted to you includes approximately $5,250 million for 
military weapons and support directly to the defense efforts of our friends and 
allies. It also includes approximately $550 million for technical, economic, and 
developmental purposes designed to promote more effective use of the resources 
of the free nations and thus to further the freedom and security of allofus. This 
total represents a reduction of about $1.8 billion from the previous administration’s 
1954 budget. 

* * * * * * * 

While the amounts requested for technical, economic, and developmental pur- 
poses are small as compared with the military support, these programs are none- 
theless of the most vital importance. They will be applied chiefly in South and 
Southeast Asia, the Middle East, Latin America, and Africa. Through these 
programs, the United States is proving its interest in helping the peoples of these 
areas to work toward better and more hopeful conditions of life, to strengthen 
the foundations of opportunity and freedom. To guard against the external 
military threat is not enough: We must also move against those conditions ex- 
ploited by subversive forces from within. 

I present this whole program to you with confidence and conviction. It has 
been carefully developed by the responsible members of this administration in 
order to achieve, at least possible cost, the maximum results in terms of our secur- 
ity and the security of our friends and allies. In my judgment it represents a 
careful determination of our essential needs in pursuing the policy of collective 
security in a world not yet freed of the threat of totalitarian conquest. 

Unequivocally I can state that this amount of money judiciously spent abroad 
will add much more to our Nation’s ultimate security in the world than would 
an even greater amount spent merely to increase the size of our own military 
forces in being. 

Were the United States to fail to carry out these purposes, the free world could 
become disunited at a moment of great peril when peace and war hang precari- 
ously in balance. 

This is the way best to defend successfully ourselves and the cause of freedom. 

Dwicut D. EIs—ENHOWER. 

Tue Wuite Hovse, May 5, 1958. 


17. REPORT OF COMMISSION ON FOREIGN ECONOMIC POLICY 
(RANDALL COMMISSION), JANUARY 23, 1954 


[Excerpts, pp. 11-13; 78] 
ae = wo * * * a 


TECHNICAL ASSISTANCE 


The Commission does not include within economic aid what is often called 
technical assistance. 

The United States is now engaged in bilateral programs of technical cooperation 
in 38 countries for which about $120 million has been made available this year. 
These programs are undertaken only at the request of the host government. 
They are operated on a share-the-cost basis and they are intended eventually to 
be taken over completely by the host governments. The United States also 
participates in the United Nations Expanded Program of Technical Assistance, 
operating on a budget of about $21 million to which it contributes about 60 percent, 
and in the smaller program of the Organization of American States. 
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All these are Sore programs of education and training in the knowledge 
and techniques required for economic development, including the administrative 
skills needed to create and manage institutions which are indispensable for such 
development. 

The principal limitation on the effectiveness of the bilateral programs has been 
the availability of trained technicians, but there have also been legitimate criti- 
cisms of the way in which they have been administered. Among these are exces- 
sive overhead of personnel in administrative activities, development of redtape 
procedures, defects. in procurement which have at times nullified or postponed 
the success of programs in the field, the employment in the field of personnel 
without technical training, and attempts to carry out programs that are too 
diversified to be effective. Many technical assistance operations cannot be suc- 
cessful unless supplies are available for demonstration purposes, but this. ‘‘com- 
modity component” has in some cases been unnecessarily large, and has become 
economic aid rather than technical assistance. 

These defects are capable of being remedied, and to some extent are being 
remedied, by administrative action. They do not touch the broad objectives of 
the program as a whole to which the Commission attaches great importance. 

The Sonsenletion recommends that within the limits imposed by congressional 
appropriations, the need for selecting only sound projects, the availability of 
trained technicians, and good administration, the technical cooperation program 
be pressed forward vigorously. It need not and should not beome a “big money” 
program and should not involve capital investments. 

he Commission also recommends that the United States continue its support 
of the United Nations Expanded Technical Assistance Program and the small 
program of the Organization of American States, through which the technical 
skills of many countries can be better mobilized and some dependent area and 
regional problems can be more effectively approached than through bilateral 


rograms. 

; The Commission attaches special importance to the strengthening of the 

technical assistance work of the United Nations. It believes, however, that no 

country should contribute as much as 60 percent of the financing of this world- 

wide cooperative effort. It believes that some expansion of this program would 

a but that the United States percentage share in the cost should be 
uced. 

The Commission wishes to stress the great potential importance of the technical 
assistance programs in contributing to improved standards of living in countries 
with half the world population, in counteracting communist influence, and in 
oe to solve the problems of trade and investment dealt with elsewhere in 
this report. 

All American military, economic, and technical aid to other countries is rooted 
in the national interest of the United States. Such aid is acceptable to other 
countries only if it also serves their national interests. The fundamental basis on 
which all foreign aid operations should rest, therefore, is mutual interest. Mutual 
interest cannot be created by pressure and can be destroyed by coercion. Foreign 
aid, therefore, should not become an instrument of coercion, and the fixing of 
conditions on which it is extended should be limited by this principle. 

{Mr. Millikin comments on this section in his letter to Mr. Randall which 
appears in part as follows:] 

* * * . + 

Point IV assistance has not realized some of its great constructive possi- 
bilities. This, because in some instances, the projects depart widely fron the 
intended objectives of the program. In others, there has been bad choice of 
projects, unacceptable to the native populations because they would impose 
over-hasty conformity running counter to age-old customs and beliefs. There 
have been instances of excessive and incompetent staffing and spending. 

These programs should be kept simple, realizable within a reasonable 
period of time. They should be of a nature acceptable to the intended bene- 
ficiaries, They should be modest in cost. 

When properly pursued there is more to the program than strictly economic 
aspects. There are broader purposes than to provide a foreign market for 
American widgets. 

There is opportunity for measurable and sensible objectives to help our 
friends abroad without getting off into misty and extravagant do-goodism 
on a global scale. There can be mutual exchange of students, and useful 
knowledge, and of agricultural, industrial and health improving techniques. 

As is pointed out in the report the program should not be an excuse for 
vast capital expenditures under the guise of technical assistance. 
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In its execution we should provide no excuse for charges of meddlesomeness 
or imperialism. 
(Mr. McDonald dissents from that section of the report relating to TecHNIcAL 
AssIsTANCE:] 


Dissent OF Mr. McDonatp on TECHNICAL ASSISTANCE 


The recommendations on technical assistance to underdeveloped countries are 
too weak and negative. I believe that the United States should be proud of 
what it has done by way of assistance to underdeveloped areas. The “Point 
Four” program electrified the imagination of the world as did the Marshall plan 
before it. The accomplishments under it have been so promising that we should 
do all that we can to strengthen it, including making available more adequate 
appropriations to extend its usefulness. 


{End of Mr. McDonald’s dissent] 
4 * ® 6 


18. MESSAGE OF PRESIDENT EISENHOWER ON RECOMMENDATIONS 
CONCERNING UNITED STATES FOREIGN ECONOMIC POLICY, 
MARCH 30, 1954 

[Excerpts] 
7 * * * * * . 


ECONOMIC AID AND TECHNICAL ASSISTANCE 


Assistance extended in the past by the United States to other free nations has 
played an effective part in strengthening the national security, developing im- 
portant resources, and opening up significant opportunities, for ourselves and for 
others. It has also carried with it, in many instances, particularly in technical 
cooperation and famine relief, a deep humanitarian response by our people. 
However, economic aid cannot be continued indefinitely. We must distinguish 
oe an emergency and a chronic malady, between a special case and a general 
rule. 

I subscribe, therefore, to the principle that economic aid on a grant basis should 
be terminated as soon as possible consistent with our national interest. In cases 
where support is needed to establish and equip military forces of other govern- 
ments in the interest of our mutual defense, and where this is beyond the economic 
capacity of another country, our aid should be in the form of grants. As recog- 
nized by the Commission, there may be some cases in which modest amounts of 
grant aid to underdeveloped countries will importantly serve the interest of se- 
curity. I further agree that in other situations where the interest of the United 
States requires that dollars not otherwise available to a country should be pro- 
vided, such support to the maximum extent appropriate should be in the form of 
loans rather than grants. 

In extending such loans, we must be careful not to interfere with the normal 
lending activities and standards of the Export-Import Bank. The International 
Bank is the primary institution for the public financing of economie development. 
The Export-Import Bank will consider on their merits applications for the financ- 
ing of development projects, which are not being made by the International 
Bank, and which are in the special interest of the United States, are economically 
sound, are within the capacity of the prospective borrower to repay and within 
the prudent loaning capacity of the bank. 

I approve the recommendations of the Commission on Foreign Economic Policy 
that the United States participation in technical cooperation programs should be 
pressed forward vigorously. Such programs should concentrate on providing 
experts and know-how rather than large funds or shipments of goods except for 
necessary demonstration equipment. They should not provide capital for invest- 
ment but should be so administered as to fit into the programs of development 
of the assisted countries and they should be related to any private or public invest- 
ment likely to be forthcoming. 

Review of the requirements for the Mutual Security Program has been con- 
ducted with these principles in mind and substantial reductions in grant aid have 
been made by this administration. The legislation which I shall later propose for 
the Mutual Security Program will reflect these principles. 

. - * 


* * * * 
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19. REPORT OF THE SENATE COMMITTEE ON FOREIGN RELATIONS 
ON THE ACT FOR INTERNATIONAL DEVELOPMENT, 1950 


Senate Report 1371, Part 2, Eighty-first Congress, March 24, 1950 
Titte V. Act ror INTERNATIONAL DEVELOPMENT 


The Committee on Foreign Relations, having had under consideration a draft 
bill providing for technical assistance to the underdeveloped areas of the world, 
reports favorably an amendment in the form of a new title V to S. 3304, a bill 
to amend the Economic Cooperation Act of 1948, and recommends to the Senate 
that the latter bill as amended do pass. 


1, PURPOSE OF TITLE V 


This title provides for the continuation and expansion of the technical assist- 
ance now being extended by the United States to the underdeveloped areas of 
the world. The President is authorized to coordinate all the work of the United 
States Government in this field and to allocate responsibilities to such govern- 
mental agencies as he may determine. He is also permitted to provide funds 
and personnel to the United Nations and to other international agencies for 
technical assistance programs. 

A sum not to exceed $45,000,000 is authorized for these purposes for the period 
ending June 30, 1951. Ten million dollars of this will be requested for the con- 
tinuation of the activities of the Institute of Inter-American Affairs and for the 
programs of the United States Information and Exchange Act of 1948. Thirty- 
five million dollars are for new activities. 

The declared purpose of title V is to aid the efforts of the peoples of the under- 
developed areas to ‘“‘develop their resources and improve their working and 
living conditions by encouraging the exchange of technical knowledge and skills.”’ 
This language is to be given a broad meaning. The technical assistance pro- 
grams authorized under title V are to be provided in agreement with the country 
requesting aid, and they may be expected to provide information, advice, and 
assistance among other things on such subjects as agricultural and industrial 
productivity, medicine, mining, markets, transportation, irrigation, and educa- 
tion. The programs may also be expected to provide information and advice on 
problems of management and of labor. In the field of labor, for example, assist- 
ance would be given in improving labor standards, developing safety and health 
programs, promoting fair working conditions, and encouraging collective bar- 
gaining. This work will give due recognition to the promotion of similar objec- 
tives by the United Nations and its specialized agencies, particularly the Inter- 
national Labor Organization, the Food and Agricultural Organization, the 
United Nations Edueational, Scientific, and Cultural Organization, and the 
World Health Organization. 


2, COMMITTEE ACTION 


A public hearing was held on March 30 at which time the committee heard 
the following witnesses for the Administration: Dean Acheson, Secretary of 
State; Willard L. Thorp, Assistant Secretary of State; and Philip C. Jessup, 
Ambassador at Large. Another public hearing was held on April 3 at which 
the following witnesses representing religious, missionary, social work, veterans, 
and other groups appeared: Dr. Walter Van Kirk, Clarence Pickett, Wallace J. 
Campbell, ‘Michael Straight, Theodore Waller, Rev. Herman Reissig, Prof. Leo 
Hansberry, H. E. Ewing, Benjamin C. Marsh, Rowland M. Cross, Norman 
Littel, Philip Schiff, and Dr. A. Langston Taylor. On April 4 the committee 
met in executive session, perfected the title, and voted unanimously to report it 
to the Senate for favorable action in the form of an amendment to 8. 3304, which 
the committee had previously reported on March 24, and which was then awaiting 
Senate action. 

3. NEED FOR THE PROGRAM 


In the struggle to maintain and promote free institutions, and to resist the 
attacks of communism and totalitarianism in general, it is an ever-present truth 
that freedom is difficult to maintain where hunger and misery prevail. It is 
therefore significant that two-thirds of the world’s people live in the underdeveloped 
areas, most of them in the shadow of hunger, poverty, and disease. Living 
conditions are difficult for a majority of the people, death rates are high, life is 
short, and the productive capacity of human beings is limited. In these areas 
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people are becoming increasingly aware of the gap which separates their standards 
of life from that of the more highly developed countries, and they are becoming 
increasingly unwilling to accept their comatose as inevitable. “Many of them 
are less interested in abstract political conceptions than they are in obtaining 
those material things with which to meet the ordirary needs of life. In particular 
they need food, clothing, shelter, and medicine. They are logical prey for com- 
munism, with its nostrums and sweeping and cynical promises of quick and easy 
solutions for their problems. 

Many of their problems can be solved by the proper technical assistance and 
advice. The technical cooperation program proposes to provide that information 
and advice. Technical and scientific knowledge can contribute materially to 
improving the standards of living in the underdeveloped areas. 


4. NATURE OF THE PROGRAM 


The terms “technical assistance” and “technical cooperation” as used in this 
legislation mean the furnishing of aid through experts, trainees, and technicians 
in such a way as to promote the balanced and integrated development of the 
productive capacities of the underdeveloped areas. It will consist, for example, 
of such aid as surveys of the need for specific projects, the exchange of expert 
counsel and advice, the demonstration of techniques and procedures, and on-the- 
job training. It contemplates, but is not confined to, projects in the fields of 
economics, engineering, medicine, education, agriculture, fisheries, and mining, 
as well as demonstration and training projects. Also trainees will be brought 
to the United States. Experts will be sent to underdeveloped areas to advise 
on how soils can be improved, diseases eradicated, mines used in more productive 
ways, census figures taken, vital statistics kept, production methods improved, 
and many similar problems. 

Because of some misunderstanding that has arisen about the natwe of this 
program, it should be made clear at the outset that it is neither an ECA for the 
world nor in any sense a capital investment program. Because of the limited 
nature of the program it will not require the expenditure of large sums of money. 
Its chief cost will be for the salaries and expenses of technicians and other per- 
sonnel and not for example to purchase machinery, food, and raw materials. 

Under one phase of the program the United States Government proposes to 
oa and correlate and expand its own technical assistance for countries 
abroad. 

Under the other phase, the United States will play an increasingly important 
role in international work of this kind. The measure before the Senate fits into 
a world program in which not only the United States, but the United Nations, 
other international agencies, participating countries, private groups, and indi- 
viduals will share. The scope and nature of this broader eo can best be 
set forth in tabular form. As to category of activity and the amounts involved 
the figures for the fiscal period contemplated are as follows: 


Proposed 1951 technical cooperation program by functional activity—Estimated total 
costs and costs to United States and international agency 
















[Thousands of dollars] 

Estimate of 

Goniedins costs borne 
Activity CB a ob beder eet gee 

ee international 

agency 
1. General economic surveys-_-...--.-..-- Nuetinttie RE $5, 221 $3, 481 $1, 927 
2. Agriculture, forestry, fisheries ---_- Sea imalindas Su acidic nein otee a 19, 391 12, 927 10, 692 
3. Education and labor. ...................-..-- 16, 622 11,081 8, 115 
0 I Saka be deh chk dane bddcewocckitboke 16, 666 1l, 111 9, 677 
5. Transportation and communications 5, 936 3, 957 2, 544 
Caen nee samennneeeparcmn= ites sh 5, 147 3, 431 1,899 
eT ee ee ee 9, 125 6, 083 3, 652 
8. Government pdministration and technical services... __.__- 7, 512 5,009 3, 004 
a 85, 620 57, 080 41, 600 
Net administrative cost _- Sree triad ghathh ea edicere 2, 900 
Department of Commerce service to business for foreign 

mamemn GawalrniamG as «i kes is hb 8 kt lel cn chand edi] ctewsu dea. 500 
UE MEINE TICE. hoon bn nae cs cnlatoececcocececloocavecoenceep 45, 000 
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Since most countries are underdeveloped in some respect, it should be noted 
that the term “underdeveloped areas’’ as used here means those areas of the 
American Republics, the Far East, the Near East, and Africa, where low stand- 
ards of living generally prevail. As noted in the previous section, these areas 
include two-thirds of the world’s population. The following table showing the 
proposed geographical distribution of technical assistance for the fiscal period 
under consideration also shows the portions of the earth which fall into the classi- 
fication of underdeveloped areas. 


Proposed 1951 technical cooperation program by area—Estimated cost to United 
States and international agency 
(Thousands of dollars] 
Total cost | EStimate of 


costs borne 
(including by United | United States 











Area costs borne 
States and cost 
eae international 
agency 
IE DEN. cv ntiennndocasgaeseequseiuneneanl $21, 128 $19, 802 
Side WA AUB. oii ccccn nce denndcconccs cebdndebeneceaane 18, 926 11, 470 
Far East (other than south Asia)...................--.-----.- 8, 721 5, 294 
IED AM i ineye= denpte denieparen «gp diddscastbbcateh debian 8, 305 5, 034 
ete sak Ss ee 45 ck. 41, 600 
Net administrative cost... ._- 2, 900 
Department of Commerce. ------ 500 
Total appropriation requirements 45, 000 


While the committee is aware that precedent and experience are to be found 
for these activities, it nevertheless prefers to regard the program as experimental 
in character. The committee notes with approval the plans to make extensive 
use of the many private organizations which have engaged in supplying technical 
assistance to countries abroad for a long time. Scores of business organizations, 
98 colleges and universities throughout the country, and various private founda- 
tions have much to contribute both in personnel and experience. Outstanding 
among the nonprofit organizations are the Rockefeller Foundation, the Near 
East Foundation, farm organizations, foreign missionary groups, and the Institute 
of International Education. Private business enterprises too are engaged in 
providing United States know-how. 


5. BENEFITS 


Many groups and individuals representing a substantial part of American 
public opinion support the technical-assistance program. A large number main- 
tain that it is our responsibility to take care of those less fortunate than ourselves. 
It is not hard to visualize the benefits the underdeveloped areas will reap from 
the program, but the committee believes that technical cooperation is a two-way 
street and the United States will also benefit. 

The people of the underdeveloped areas will achieve a firmer economic base on 
which to build free governments. They will experience improved living con- 
ditions, live longer, eat better, produce more, be physically active for a longer 
period of their lives, and in general move toward a better life. 

What perhaps is not so clear is that this program is one of enlightened self- 
interest for the United States. In a very real sense, as is explained in the section 
on the relation to foreign policy in this report, it is a security measure necessary 
to winning of the “cold war.’’ Moreover, the program looks beyond the cold 
war to an era when millions of people, who are now compelled to devote all their 
meager energies to the sheer struggle for existence, will be able to live decent 
lives and make their own contributions to world production, peace, and prosperity. 

Nor is the program without its economic advantages. We are on friendly 
terms with most of the countries in the underdeveloped areas. As their economic 
powers increase we shall be able to purchase more of their products and resources, 
and they in their turn will be able to buy more from us. Experience teaches us 
that our volume of trade is greater with the more highly developed countries. 
To increase the output and the production of the underdeveloped areas is to 
increase our own economic stability. 
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6. KINDS OF ASSISTANCE PROGRAMS CONTEMPLATED 


Two kinds of technical assistance programs are contemplated under this title: 
(1) multilateral and (2) bilateral. 


(1) Multilateral programs 


Under these programs the United States will provide funds and personnel to 
the United Nations and other international organizations, which the President 
a decide will provide technical assistance as well as or better than the United 

tates. 

(a) The United Nations and specialized agencies—The Charter charges the 
United Nations with the promotion of higher standards of living and economic 
progress. This is now being done in the form of technical assistance through the 
specialized agencies; and through the United Nations directly where no specialized 
agency exists to cover a field such as industrial and mineral development. In 
1949 the General Assembly adopted an expanded program of technical assistance 
that calls for the setting up of two coordinating agencies: (1) The Technical 
Assistance Board (TAB) composed of the Secretary-General and the executive 
heads of the participating international agencies; and (2) the Technical Assistance 
Committee, composed of the 18 governments that are members of the Economic 
and Social Council (ECOSOC). The first agency will plan and coordinate, while 
the second will exercise broad supervisory functions. unds will be provided b 
(1) a central fund drawn from voluntary contributions of member nations, both 
those providing and those receiving aid, and by (2) a special fund contributed to 
by “requesting” nations to cover local costs of the United Nations program carried 
on in their territory. The financing of these programs is provided for outside of 
the regular budget of the United Nations. 

At its meeting last summer the ECOSOC determined that funds received by 
the United Nations for technical assistance would be distributed in accordance 
with the percentages listed below: 


Percent 

united: Nations Geeretariat’. sisi. ds osieus cose scene os cecbasce cwoes 23 
International Labor: Organization... .. 22. 2. 2c... 2 cece eek ec cuad 11 
Food and Agricultural Organization._..__.........--------------.-----. 29 
United Nations Educational, Scientific, and Cultural Organization__.______ 14 
International Civil Aviation Organization._.............-.---------.---. 1 
weeuen Meemith Grotulention.: Joc sieeus oo sd ae lsicussat clue ecedic 22 
WOM b ae neg bos' aseaes Ut tairudansced riweuss cuted spasebanccls 100 


There are many reasons why the United States should share in this expanded 
program. First of all it is a member of all of these specialized agencies and will 
lay a considerable role in their decisions. Our support will lend strength to the 
nited Nations, and presumably what is good for the United Nations is good for 
us. But, most significant of all, we do not have a corner in the technical infor- 
mation of the world, and there are many areas of activity where the other nations 
can make substantial contributions. Work through the United Nations will 
supply technical assistance which we cannot supply, and will actually save money 
and make the assistance dollars go much further than were the United States to 
carry on the program alone. 

(b) Other international agencies—In addition to the United Nations, this 
country participates in other international organizations which support technical 
assistance programs. It is contemplated that this country will continue its par- 
ticipation and assistance in these in the future. Three in particular deserve 
mention—namely, the Organization of the American States, the Caribbean Com- 
mission, and South Pacific Commission. 


(2) Bilateral programs 

Bilateral programs are those which are to be carried on by the United States in 
cooperation with another country. These are the programs in which the United 
States has been engaged for the last 10 years and which are now being carried on 
with individual countries. They are to be broadened in scope and extent, and, 
as set forth in the section in this report dealing with administration, they are to 
be coordinated so as to achieve more effective results. They rest on bilateral 
agreements which set forth the conditions under which technical assistance is 
extended. 

At the present the United States carries on several bilateral programs, the most 
noteworthy of which are those of the Interdepartmental Committee on Scientific 
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and Cultural Cooperation (SCC), the Institute of Inter-American Affairs (IIAA), 
and the Economic Cooperation Administration (ECA). 

(a) The Interdepartmental Committee on pomine and Cultural Cooperation.— 
The SCC coordinates the United States activities for technical assistance, some of 
which—as with the Latin American Republics—have been carried on since 1938. 
In 1948, the Smith-Mundt Act (Public Law 402, 80th Cong.) expanded these 
programs to other areas of the world. The activities under the Fulbright Act 
(Public Law 584, 79th Cong.) are also coordinated by this committee. The 


principal Federal agencies and the programs which have been carried on under 


the SCC are as follows: 
Department of Agriculture___ 


Office of Education, Federal 
Security Agency. 
Public Health Service__--__--- 


Social Security Administra- 
tion and Office of Voca- 
tional Rehabilitation. 

Department of the Interior - - 


Department of Commerce. - - 


Civil Aeronautics Adminis- 
tration. 

Public Roads Administration — 

U. 8. Army Corps of Engi- 
neers. 

Interstate Commerce Com- 
mission. 

Department of Labor- - --- -- 


Housing and Home Finance 
Agency. 

Federal Communications 
Commission. 

Treasury Department_.- ----- 


Soil conservation, plant entomology and develop- 
ment, extension service, forestry, statistics, etc. 

Exchange of students and teachers, fundamental 
and vocational education. 

Development of public-health services, research 
and control measures, training; improvement of 
vital statistics and public-health statistics, 
consultation and training. 

Social-welfare services, social insurance (old-age, 
unemployment), employment service, maternal 
and child welfare, vocational rehabilitation. 

Geological surveying for mineral and water re- 
sources, mining and metallurgy, multiple-pur- 
pose water development including reclamation 
and irrigation, fish development, public-land 
management, etc.; also mobilizing technical re- 
sources of our Territories and island possessions 
(Puerto Rico, Hawaii, Alaska). 

Census and statistical procedures, national in- 
come and balance-of-payments research, infor- 
mation on foreign economic development oppor- 
tunities for American business, foreign invest- 
ment research, coast and geodetic surveying, 
weather, standardization and laboratory test- 
ing, tidal and magnetic observations. 

Aviation. 


Highways. 

Multiple-purpose water development, port and 
harbor development. 

Railroads. 


Industrial training, apprenticeship and employ- 
ment service; industrial safety and health; 
employment standards, labor Satan and 
labor inspection; employment of women and 
children; employment in agriculture; produc- 
tivity and other labor statistics; and labor, 
business, and government interrelations. 

Shelter and urban development. 


Telecommunications. 


Taxation, fiscal policy, customs administration. 


(b) Institute of Inter-American Affairs.—The ITAA, first authorized by Congress 


: 
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in 1947 (Public Law 369, 80th Cong.), and limited to Latin America, carries on 
the activities of the former wartime Office of Inter-American Affairs in such fields 
as public health, sanitation, agriculture, and education. The United States and 
the participating countries share jointly the responsibility of planning and setting 
up the necessary staff for the various projects. 

(c) Bilateral programs outside the scope of this program.—Certain existing tech- 
nical assistance programs with specialized objectives will not be brought under the 
central authority to be established pursuant to this title. Asa — of the recovery 
program ECA carries on technical assistance activities in most European countries 
in industrial productivity, manpower utilization, market surveys and analysis, 
public administration, and colonial development surveys. The present title does 
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not affect this program. The other programs which will not come under the title 
are those provided for under the International Aviation Facilities Act and the 
Philippine Rehabilitation Act. Under the Philippine Rehabilitation Act some 
eight United States agencies have been carrying out reconstruction programs, 
extending technical and scientific advice, and training Filipinos both in the United 
States and the Philippine Islands. This act is due to expire on June 30, 1950. 


7. COST OF THE PROGRAM 


The recommended authorization is based upon a careful study of the most 
urgent problems of the underdeveloped areas after consultation with representa- 
tives of those countries and after an appraisal of the number and kinds of experts 
who will be needed. Forty-three agencies of the Federal Government have 
shared in that study which has covered more than a year in time. 

The grand total of all the technical assistance programs, both our own and 
those of international agencies in which we expect to share, and including the 
contributions of the recipient countries, is in an estimated amount of $85,500,000 
for the period ending June 30, 1951. Title V authorizes not to exceed $45, 000, 000 
for that period to meet the United States expenses. Ten million of the $45, 000, ,000 
has already been requested in the President’s budget to cover current programs 
and $35,000,000 is for new money. The amount of new funds required is arrived 
at by deducting from the total cost of all technical assistance programs (1) the 
share to be borne by the participating countries, (2) the share to be borne by the 
UN and other international agencies, and (3) the amount requested by the Presi- 
dent in his budget message for existing technical assistance by the United States. 
The breakdown on which the committee recommendations are based is as follows: 


Costs of the program 


Total estimated cost of all technical assistance activities__------_-- $85, 500, 000 
Less— 
A. Local costs to requesting countries_.___.. $28, 500, 000 
B. Tentative estimates of contributions from 
United Nations contributing members 
(excluding the United States) __.._-_- 12, 000, 000 


Total estimated contributions other than United 
POOR. cis nine se UA Bs 40, 500, 000 


Total estimated costs for United States activi- 
ties (including bilateral programs, contribu- 
tion to United Nations programs, and ITAA 
and Public Law 402 activities already author- 
ea ls aca ve a Wt te adr ange 45, 000, 000 


Estimated allocation of appropriations for technical assistance, fiscal year 1951 


Programs already 
authorized 
Activity a fee reer eee eee Total 


gram cost Public Law 
402 ITAA 


ee | 





1. General economic surveys. -_...-.-...-.....-- 0007000 Fb SiS $1, 927, 000 
2. Agriculture, forestry, sn bentewsetines 7, 156, 500 $1, 449, 200 $2, 086, 000 10, 691, 700 
3. eeneation and labor productivity..........- 6, 134, 500 1, 500 1, 659, 000 8, 115, 000 
Ne Te ee ee A edncogn 6, 151, 300 270, 700 3, 255, 000 9, 677, 000 
5. Transport and communications.............- 2, 190, 700 LD Lentadhdneannd 2, 543, 700 
en cnn sooo ckccnan I Roa Steel el ocak Re detrne 1, 899, 200 
7. Mineral water and resources..............-- 3, 367, 600 SUA, 500 4. bn. SSL 3, 652, 100 

8. Government administration and technical 
tee aN ce ent debnneinnes 2, 773, 200 hh Err 3, 094, 300 
ELLs ee i is 31, 600, 000 3, 000, 000 7, 000, 000 41, 600, 000 
ER as eer Tt ee ee Fea ee Seek © poery eae Peer 2, 900, 000 

Department of Commerce service to business 
ee  RNUT OUMIIIIIIEE, Coo. oh inca vecccusslecoceppoccccce|nceduccsbcocee 500, 000 
Total appropriation requirement. ........|......-..-----].-..------.--.]-.-.-+-----..- 45, 000, 000 
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8. CONDITIONS FOR EXTENSION OF ASSISTANCE 


Experience with technical assistance both of the bilateral and the multilateral 
kinds has shown that it is important to make clear at the outset conditions upon 
which assistance will be supplied. By its very nature this program is a cooperative 
one which means that the recipient countries should carry their fair share of the 
burden. This involves salaries and expenses of personnel for the most part. It is 
of course clear that the contributions of the recipient countries probably will 
never be large; but the committee believes that, if they have no other value, they 
are important because they emphasize the mutual and cooperative nature of the 

rogram. Therefore the committee has attached several conditions to United 
States technical assistance, and has incorporated them into title V. Assistance 
shall only be available when the President determines that the country assisted 
(1) pays a fair share of the cost of the program, (2) provides all necessary informa- 
tion concerning such program and gives it full publicity, (3) seeks to the maximum 
extent possible full coordination and integration of technical cooperation programs 
being carried on in that country, (4) endeavors to make effective use of the results 
of the program, and (5) cooperates with other participating countries in the 
mutual exchange of technical knowledge and skills. 


9, ADMINISTRATION OF PROGRAM 


As has already been noted in this report, all United States technical assistance 
rograms will be reviewed and coordinated through a single agency with the 

following exceptions: Programs, which are not designed to promote the economic 
development of the underdeveloped areas under the United States Information 
and Exchange Act of 1948, and programs under the International Aviation 
Facilities Act, the Philippine Rehabilitation Act of 1946, and the Foreign 
Assistance Act of 1948. 

The committee has been informed that the contemplated organization will be 
located in the State Department. The committee understands that the President 
will delegate his powers under the law to the Secretary of State, although the 
President has full power to locate the program anywhere he may wish in the 
executive branch. A director will be appointed by the President with the advice 
and consent of the Senate to head the program, at a salary not to exceed $15,000 
perannum. The recommended title authorizes the employment of personnel both 
at home and abroad. Presumably some time will be necessary to create the 
organization and to find the professional and expert competence needed. Time 
will also be required to reach arrangements with private groups and individuals 
whose excellent work in the field of technical assistance makes their help highly 
desirable if not actually necessary for the success of this program. 

It should again be noted that the bill leaves the President free to set up the 
kind of organization he deems will accomplish the program’s objectives. e is 
permitted to employ the highest type of technicians and experts on either a part- 
time or on a full-time basis. He is authorized to detail personnel from govern- 
mental agencies to serve abroad, but the number is limited by the size of the funds 
appropriated, since the salaries of employees so assigned must be refunded from 
the technical assistance funds to the agency providing the employee. Thus, the 
President may send an expert in soils from the Department of Agriculture to help 
an gy eg area improve its soils; or he may send a member of the United 
States Public Health Service to a tropical country to help eradicate malaria. 
He may also detail United States governmental employees to positions in other 
governments or to international organizations. When so detailed, United States 
employees may not taken an oath of allegiance to a foreign government nor 
receive a salary from a foreign government or an international organization, 
although they would be permitted to receive necessary travel or other expenses. 


10. DURATION OF PROGRAM 


Although it may prove desirable to continue the program for a period of years, 
the committee is unwilling at this time to place it on a permanent basis unless 
and until it has proved itself. Because the program is new and because it will 
take some time to set up the necessary administrative machinery as well as to 
secure the required technical competence, the committee recommends that the 
Senate limit its present authorization to a period of 5 years. Moreover the title 
authorizes an appropriation only for the period ending June 30, 1951, so that 
progress to date may be reviewed and passed upon by the Senate before further 
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appropriations are authorized. In this connection it should also be noted that the 
President is required to make annual reports of progress to the Congress. Forward 
contracting authority is limited to 2 years. 


ll. RELATION TO UNITED STATES POLICY 


It is the aim of the technical cooperation program to enable the free peoples of 
the world through their own efforts to produce the things they need for a decent 
life. To be fully understood, it should be regarded as one part of a broad four- 
fold interrelated program of the United States designed to attain peace and to 
assure — freedom in the world. The other three are (1) unfaltering support 
of the United Nations, (2) continuing efforts at world economic recovery, and (8) 
strengthening of the freedom-loving nations to enable them to resist aggression. 

The postwar demands of security, recovery, and development in the more highly 
industrialized countries of Europe have served to intensify the need for more com- 

rehensive work in the development of the underdeveloped areas. We are spend- 
ing billions on military defense and on the economic recovery of Europe; we are 
also encouraging the reduction of trade barriers and the removal of the causes of 
international friction. Al] of these things are being done in the interest of our 
— secutity—the broadest kind of security for our free and democratic way 
of life. 

In that same sense the Act for International Development is essential to our 
national policy and is a security measure. Our security is directly and vital] 
dependent upon the security of other peoples. The act is a measure which wi 
improve the welfare of other people, to which our own well-being is closely related. 
As the people of the underdeveloped areas see new opportunities for a better life 
they will associate them with American assistance and a democratic way of life. 
The program will also preserve and enlarge the freedom of the individual, which 
lies at the heart of free governments and free institutions, which we are struggling 
to preserve against totalitarian aggression. Technical assistance is thus a vital 
arm of our foreign policy, which if successful should help millions of people in the 
underdeveloped areas to choose the democratic way of life and thus remain our 
friends in the years ahead. 

CONCLUSION 


After having given the measure full consideration, the committee on April 4 
voted 11 to 0 to report title V to the Senate for favorable action. The committee 
is of the opinion that it is positive, constructive, and in the best American tradi- 
tion, and therefore recommends to the Senate that it do pass. 





20. REPORT OF THE SENATE COMMITTEES ON FOREIGN RELATIONS 
AND ARMED SERVICES ON THE MUTUAL SECURITY ACT OF 1951 


Senate Report 703, Eighty-second Congress, August 27, 1951 
{Excerpt, pp. 39-40] 


* * * a * * * 


29. TECHNICAL ASSISTANCE 


In title II and title III the joint committee has made combined authorizations 
to cover economic and technical aid under both the ECA and point 4 programs. 
In so doing the joint committee has been governed by six main considerations 
which it strongly feels should govern the administration of the funds provided. 
These principles are as follows: 

(1) In countries in which the Economic Cooperation Administration is at 
resent operating a mission, such operations may continue within the limit of 
unds authorized in the accompanying bill. 

(2) In countries in which the Technical Cooperation Administration is at present 
operating a mission, such operations may continue within the limit of the funds 
authorized in the accompanying bill. 

(3) Notwithstanding the conditions expressed in paragraphs (1) and (2), in no 
case shall both the Economic Cooperation Administration and the Techni 
Cooperation Administration maintain separate missions in the same country. — 

(4) The Economic Cooperation Administration may operate technical 
ance projects in the countries in which they are at present operating a mission. 
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(5) The Technical Cooperation Administration, in order to carry out technical 
cooperation projects, may commence operations in countries in which they are 
not now operating. 

(6) The Economic Cooperation Administration shall not establish a mission in 
any country in which it does not now maintain a mission, except in India and 
Pakistan, unless and until consultation shall have been held between appropriate 
officials of the Economic Cooperation Administration and the Foreign Relations 
Committee of the Senate and the Foreign Affairs Committee of the House of 
Representatives. 

t is also the sense of the joint committee that substantial grant-aid programs 
of the type administered by ECA in underdeveloped areas should be regarded as 
temporary, as contrasted with the longer range technical assistance type of pro- 
grams. ‘The joint committee feels that, as soon as the need for such substantial 
grant-aid programs ceases to exist in any country, the TCA should take over the 
administration of United States aid of the contining technical assistance type in 
such country. 

In countries in which ECA missions are operating and where programs are 
projected calling for sizable commodity import programs, it should be the policy, 
in the absence of compelling political considerations to the contrary, for the ECA 
to provide loans rather than grant aid in all cases where the financial condition 
po on borrowing capacity of the country to be assisted is such as to justify such 
loan aid. 

In expressing these views the joint committee is fully aware that a major prob- 
lem of the underdeveloped areas is the great lack of capital for the development 
of their resources. These areas will require water supplies, power plants, swamp- 
drainage facilities, and many other kinds of capital projects, if they are to realize 
their potentialities. But they cannot undertake capital projects on their own. 
The average savings of a worker in the underdeveloped areas is only $5 a year. 
Obviously this will not create the needed capital which must be sought abroad. 
On the other hand, only a small percentage of the national income of the United 
States is now going into foreign private investment. It is hoped that the technical 
assistance programs will stimulate the desires of these areas for the development 
of programs financed by international loans and private investment, matched on 


the part of the recipient countries by a willingness to undertake the necessary 
actions. 


* * * * * * * 





21. REPORT OF THE HOUSE COMMITTEE ON APPROPRIATIONS ON 
THE MUTUAL SECURITY APPROPRIATIONS BILL, 1952 


House Report 1124, Eighty-second Congress, October 10, 1951 
[Excerpt, pp. 6-7] 


eo * + 4 ” a oa 
ADMINISTRATION 


The committee is somewhat concerned with the apparent dispersed efforts 
that are being made in the technical assistance and other development programs 
outside of the direct country aid programs under Title I. While it is admitted 
that ECA and the Department of State operate in different areas of the world the 
committee, nonetheless reaches the inescapable conclusion that lost motion and 
duplication of effort must result. Similarly in many of the countries whom we 
are trying to assist are two programs, one through the United Nations, to whom 
we contribute, and one through direct application in the individual countries of a 
purely bilateral program with the United States. If this important program is to 
survive it must be restudied with the view of placing it under one agency, be 
that agency the United Nations, the Department of State, the Mutual Security 
Administration, or some other entity. It would seem to the committee that all 
e mer and related programs are one of purpose rather than area or degree of 
effort. 

The bill includes a limitation of $75,000,000 for all administrative expenses 
connected with the program. The committee fully appreciates the magnitude 
and diversity of the job to be done but is not impressed with the need for 
$38,000,000 administrative expenses for the Department of Defense in addition 
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to nearly $11,000,000 of local currency expenditures. Likewise, it is difficult to 
conceive of a total administrative need of the Department of State of some 
$15,500,000. The reduction effected by the committee should be applied to these 
two departments. It is hoped that additional administrative savings can be 
effected by the Mutual Security Administrator. 





22. REPORT OF THE SENATE COMMITTEE ON FOREIGN RELATIONS 
ON THE MUTUAL SECURITY ACT OF 1952 


Senate Report 1490, Eighty-second Congress, April 30, 1952 
[Excerpt, pp. 37-38] 


* * * . * * * 


According to information presented to the committee the Administration 
plans during 1953 to spend about $44,252,000 for technicians and trainees and 
$182,748,000 for supplies and equipment. Thus for every dollar spent for train- 
ing, more than $4 will be spent for supplies and equipment. The committee calls 
attention to this fact because it believes that there may be a tendency on the part 
of some officers concerned with the TCA programs gradually to emphasize com- 
modity and end-item types of assistance rather than technical assistance. The 
committee feels that changes of emphasis in that direction would be unwise for a 
number of reasons. 

When Congress approved the Act for International Development it did not 
fix a terminal date for the program largely because it was thought of as a long- 
range, comparatively low-cost program. Emphasis was to be on assistance in 
the form of men, not materials. While the need for material assistance is very 
great in most of these countries, it would be vastly beyond the capacity of the 
United States to contribute materials and commodities in quantities that would 
be sufficient to more than scratch the surface. The success of the technica] 
cooperation program depends to a large extent upon the willingness of the host 
countries to help themselves. In the words of Mr. Bingham, the programs 
‘will not succeed if they are financed and run by the United States. To the 
maximum possible degree, the host governments should contribute personnel and 
money, and should participate actively in the operation of the program.” 

The committee made inquiry into whether the countries being assisted are 
contributing a fair share of the cost of the program as required by the Act for 
International Development. It learned that in some countries the recipient 
governments are contributing nothing to the programs. One of the administration 
witnesses testified that ‘under certain circumstances * * * nothing is a fair 
share.” The committee is most anxious that there be no justification for ever 
referring to the technical cooperation programs as give-away programs. It 
feels it is very important that the word ‘“‘cooperation” be emphasized and that the 
United States not be put in the position of offering assistance to any country that 
is not willing to take action to help itself. 





23. REPORT OF THE HOUSE COMMITTEE ON FOREIGN AFFAIRS ON 
THE MUTUAL SECURITY ACT OF 1952 


House Report 1922, Eighty-second Congress, May 12, 1952 
[Excerpts, pp. 52, 62-66) 
* * * + oS ~ * 


On the basis of these figures about $44,250,000 is earmarked for personnel and 
$182,748,000 for supplies and equipment. To put it another way, $1 spent for 
men is matched by $4 for material. In examining the particular projects, country 
by country, the committee was impressed by the heavy outlays for supplies and 
equipment in some countries, notably India and Pakistan. This suggests 8 
strong movement toward a commodity program at the expense of an exchange of 
technical skills. The committee expects that those administering TCA programs 
will show a firm determination that supplies and equipment, even though sup- 
porting technical assistance programs, will be reduced. 
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Little evidence was offered that TCA officers have weighed too carefully the 
absorptive capacity of a country. The basis for technical assistance should not 
be what a country wants or needs; both of those are limitless. The criterion must 
be what a country can absorb. A country may enthusiastically embark upon an 
array of programs it needs and wants but that it cannot maintain without con- 
tinued assistance from external—principally United States—sources. A half a 
loaf is better than no bread. The same satisfaction is not derived from half an 
irrigation svstem. 

The committee shares the concern of Secretary Acheson who recently gave 
emphasis to this point. Speaking of the desires of other peoples, he observed 
that ‘““* * * they must take it in through their mind and through the training of 
their hands. And this cannot be done overnight. This is a long process. 

“Then there is the confusion in their minds as to what they want. Some want 
one thing and some another. Very often they haven’t the real knowledge to 
understand what it is that they really need at the moment. There is a great 
desire in every part of the world for industrialization and there is very little 
understanding of how dangerous that is until there is in sight a strong agricultural 
base. 

“T think in all the times that I have talked with visitors from foreign countries 
since the war and, indeed, during the war, everyone who has come into my office 
starts out with, ‘‘We would like a steel mill.” Well, they want a steel mill in 
every single country in the world. It makes not difference whether they have 
ore or coal or anything else. The steel mill is the mark of civilization, and that 
is what they want. 

“Now, it’s not a question of pouring vast sums of money and vast numbers of 
technicians into these areas. It couldn’t be done if we wanted to do it. Some- 
times I have been in meetings where people talk about billions of dollars or hun- 
dreds of thousands of technicians being poured all over the world. Those pe ple 
never stop to think of where the technicians are going to sleep and what they are 
going to do. The mere question of housing of the missions which are already 
being sent out is a serious one in parts of the world where there aren’t many 
houses. This thing has got to be done sensibly.” 


« a * * + 2 - 
A. PRIVATE ENTERPRISE 


One of the basic principles which the Congress has emphasized in the statutes 
governing the Mutual Security Program is the importance of private-capital 
investment as a potent force in raising the economic and social standards of 
underdeveloped areas. Not only does private investment bring capital, but it 
also brings with it technical knowledge and management experience, so sorely 
needed. Further, it relieves the American taxpayer, in the long run, of the burden 
of governmental foreign aid where cooperative aid can be appropriately handled by 
private sources. Moreover, private capital offers a natural vehicle for close 
cooperation between private citizen and private citizen rather than between 
government and government, and heace is of special importance. There are 
several provisions in the law which deal with this principle, notably sections 516 
and 520 of the Mutual Security Act of 1951, sections 403, 405 (e), 407, 409, and 
410 of the Act for International Development, and sections 111 (b) (3) and 111 (c) 
(2) of the Economic Cooperation Act of 1948, as amended. They were seriously 
and carefully written by the legislative branch. It was, and is, intended that 
they be implemented. The committee is not satisfied that the Director for Mutual 
Security has exerted all the reasonable effort possible to implement those pro- 
visions. In amending section 516 of the Mutual Security Act, the committee 
makes more explicit in this bill its intent with respect to the role of private enter- 
prise in building mutual security. It is not, of course, the objective of this pro- 
gram to benefit private capital. The point is that private capital has a definite 
place in the program which should be recognized by the executive branch and our 
partners in mutual security. 


1, Increasing flow of private capital (sec. 7 (j)) 


Section 7 (j) of this bill amends section 516 of the Mutual Security Act by 
requiring the Mutual Security Agency, the Department of State, and the Tech- 
nical Cooperation Administration to take certain steps essential to an increase in 

rivate capital flow. These agencies are to act under the coordination of the 
irector for Mutual Security, which accords with the basic administrative pattern 
of the Mutual Security Program. The Mutual Security Agency will have the job 
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of conducting a thorough study of the legal and other impediments, foreign and 
local, to private investment abroad, and how those impediments can be removed 
or decreased. The committee is aware of the fact that the Director established on 
January 25, 1952, an interagency advisory committee to recommend ways and 
means of implementing section 516 (1) of the act. To date, however, no recom- 
mendations have been brought to the attention of the committee. The language 
of section 516, as amended, should produce a more fruitful study than that now 
being undertaken, especially where it is required that the study be made in eco- 
operation with private business groups. 

It is the idea of the committee that the required study should prove valuable to 
the jobs which the Department of State and the Technical Cooperation Adminis- 
tration are required to perform under the amended section 516. The Department 
of State is to take the study into account in accelerating a program of negotiating 
commercial and tax treaties, or other arrangements where more suitable or 
expeditious, which shall include provisions to encourage and facilitate the flow of 
private investment to recipient countries. Treaties of friendship, commerce, 
and navigation cr economic development were signed in 1948 with Italy and in 
1950 with Ireland, containing extensive provisions to assure the security of United 
States economic enterprises in those countries. One was signed with Uruguay 
in 1949 and is now awaiting ratification by Uruguay. The Uruguay treaty is a 
most desirable model to be followed. Treaties were concluded during 1951 with 
Colombia, Denmark, Greece, Israel, and Ethiopia, and are awaiting the advice 
and consent by the Senate to United States ratification. It is the desire of the 
committee that, where the usual commercial treaty may encounter undue delay 
in negotiation, the executive branch should resort to more expeditious or “short 
form” arrangements to speed up the negotiating process insofar as private capital 
is concerned. 

In carrying out its programs, the TCA should intensify its implementation of 
the legislative mandate: ‘“‘The participation of private agencies and persons shall 
be sought to the greatest extent practicable” (sec. 407, Act for International 
Development). Thus far the TCA appears to have given this provision a most 
gentle nod, where a push is required. The private contract record to date of the 
TCA ($6,000,000) is smail and includes only a slight amount for industrial firms 
($1,425,000). As a policy for the future TCA must increase its efforts to attract 
a greater private industrial participation in the Point IV program. To bring 
this point home to the TCA, the amendment requires the Administration “to 
encourage and facilitate a greater participation by private industrial groups or 
agencies’ (which would include individual business firms) in private contracts 
awarded by the TCA. The Administration is further required to find and draw 
the attention of private enterprise to opportunities for investment and develop- 
ment in underdeveloped areas. The TCA has a positive responsibility toward 
private capital in helping private capital do the job it wants, and can do, together 
with government —toward mutual security. 


2. The guaranty program (secs. 7 (j) and 7 (1)) 

Section 520 of the Mutual Security Act reads: 

‘*Funds realized from the sales of notes pursuant to section 111 (c) (2) of the 
Economic. Cooperation Act of 1948, as amended, shall be available for making 
guaranties of investments in accordance with the applicable provisions of sections 
111 (b) (3) and 111 (c) (2) of the Economic Cooperation Act, as amended, in any 
area in which assistance is authorized by this Act.” 

The Mutual Security Agency states that out of the $200,000,000 basic statu- 
tory authorization for guaranties a total of 37 industrial guaranties in the amount 
of $33,686,104 had been issued under section 111 (b) (3) of the Economic Coo 
eration Act of 1948, as amended, all for investment in European countries. 
these, 35 guaranties in the amount of $32,408,704 covered the risk of inconverti- 
bility of foreign currency receipts (including one forward contracting guaranty 
in the amount of $550,000) and two guaranties in the amount of $1,277,400 
covered the risk of loss through expropriation or confiscation. As of March 15, 
1952, there were pending 45 completed applications for convertibility guaranties 
in the approximate amount of $50,000,000 and 18 applications for expropriation 
guaranties in the approximate amount of $19,000,000. The Mutual Security 
Agency points out that no formal applications have been made other than for 
European countries. Guaranties have been issued to protect new investment in 
a variety of manufacturing industries in England, France, the Netherlands, 
Germany, and Italy; in two construction engineering firms in France; and in an 
agricultural project in Italy. Individual guaranties range in size from $17,500 to 
$14,500,000. 
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The section quoted above has raised in the executive branch questions con- 
cerning the scope of the investment-guaranty program authorized by this section. 
For example: Should it apply to any type of program authorized by the Mutual 
Security Act or should it extend only to the types of programs for which invest- 
ment guaranties have hitherto been granted, except that now all areas of the 
world may be covered? The purpose of the provision is to broaden not only the 
area of coverage of the investment, but also the type of program. Thus, for ex- 
ample, a private investment in a Point IV country which is in line with the pur- 

es of the Act for International Development may be given a guaranty. The 
Mutual Security Agency has stated that, under present criteria, in Latin America 
its guaranties would be used only to encourage investment which contributes 
directly to mutual defense programs. Such a criterion is narrow and overlooks 
the nondefense long-range security aspect of the Point IV program, as well as 
congressional intent. Section 7 (j) of the bill amends section 516 of the Mutual 
Security Act to make congressional intent unmistakable. The Mutual Security 
Agency is required, in cooperation with private business and Government agencies, 
to encourage a greater participation by private capital in the guaranty program, 
including programs consistent with the Act for International Development, and 
to this end to develop broad criteria in place of the Agency’s narrow ones. Such 
broad criteria should stimulate a greater and wider use of guaranties under any 
type of mutual security program, in keeping with congressional intent. 

fn this connection, to make certain that the investment and informational 
media guaranties continue after June 30, 1952, the committee in section 7 (1) 
of the bill added a new section (537) to the Mutual Security Act which will 
permit any department or agency of the Government designated by the President 
to exercise the guaranty-making authority beyond June 30, 1952. 


8. International Finance Corporation (sec. 7 (1)) 


In its report on the Mutual Security Act of 1951, the committee pointed to 
one important potential means of stimulating the flow of private investment to 
the underdeveloped areas of the world—the establishment of an International 
Finance Corporation as an affiliate of the International Bank for Reconstruction 
and Development (IBRD). The committee had studied carefully and been 
impressed with the recommendations contained in the March 1951 report of the 
International Development Advisory Board (Rockefeller report) with respect 
to such a corporation. During its consideration of the present bill the committee 
had available the statement of the Honorable Nelson Rockefeller in amplification 
of the desirability of such a mechanism. According to Mr. Rockefeller, the 
Corporation would forward the following objectives: 

“1, It would encourage the growth of enterprise under the private control and 
management that has proved its strength and dynamic thrust in the United 
States, instead of encouraging the further encroachment of Government operations 
upon fields to which that form of control is ill-adapted. 

2. It would give further evidence of the willingness of the United States to act 
through international agencies instead of proceeding exclusively upon a bilateral 
approach. This has the advantages of strengthening the international structure 
to which we are committed, and of encouraging other nations to share a burden 
that, far too frequently, has been accepted as the exclusive responsibility of the 
United States. 

“3. The program follows the sound principle of extending the existing resources 
of an established institution for functions of the type that it has demonstrated its 
competence to perform effectively instead of building up expensively wasteful 
duplicative machinery. It assures that the United States funds committed wi 
be managed by an agency that has an established record of operating upon sound 
business principles rather than upon political motivations. The IBRD record 
is excellent with respect to the selection of genuinely productive projects that have 
prospects both of economic solvency and of making constructive contributions to 
the economies of which they are a part. 

“4. The project will be effective in providing equity capital for sound enterprises 
in capital-short areas, under restrictions to assure that the control and the man- 
agement functions will be kept in private hands. There is further assurance of 
the intent to avoid government control in the principle of encouraging private 
local capital to buy out the International Finance Corporation’s equity interests 
as soon as a project is well launched, This pattern of operations will stimulate 
the establishment of local private capital markets for productive enterprises, 
which is one of the prime needs in most underdeveloped areas. 

“5. The power to make both equity investments and loans will enable the Inter- 
national Finance Corporation to achieve maximum flexibility in financing, or 
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supplementing the financing, of worthy development projects. It will make it 
possible to work out the most satisfactory combination of junior and senior obli- 
gations, the proper ratio of debt and — capital, and the desired balance be- 
tween local and foreign participation. It is particularly important to avoid over- 
burdening the capital structures of new ventures with fixed obligations, a condition 
that is highly prejudicial to the successful initiation of business enterprises. 

“6. Well-selected equity investments may be expected to return to the Inter- 
national Finance Corporation income yields substantially higher than the IBRD 
can realize under its existing form of operations. Such returns, together with 
additional capital gains from the sale of equity holdings in successful ventures, 
will allow the International Finance Corporation to assume certain exchange risks 
in soft currency areas and to operate without the Government guaranties that 
have been a necessary requirement of IBRD loan operations. Thus, the new 
agency will have a degree of freedom in supporting privately owned and managed 
business ventures without subjecting them to Government sanctions and controls 
inevitable when Government guaranties are required.”’ 

The committee amended section 7 of the bill by adding a new section (535) 
to the Mutual Security Act, which provides the opportunity for and encourages 
the creation of an International Finance Corporation. The new provision permits 
up to $100,000,000 of defense support, economic and technical assistance funds 
to be used for subscription to the capital of the corporation. The purpose of 
the amendment is to increase the participation of private enterprise and investment 
in developing the resources of the areas covered by the act and to mobilize local 
capital for such development and investment. 

This provision, linked together with the other private enterprise provisions 
written into the bill by the committee, should provide better machinery for 
utilizing the facilities and experience of private enterprise as an arm of the mutual- 
security effort, and to further the economic and technical assistance phase of the 
Mutual Security Act. 


24. REPORT OF THE SENATE COMMITTEE ON FOREIGN RELATIONS 
ON THE MUTUAL SECURITY ACT OF 1953 


Senate Report 403, Eighty-third Congress, June 13, 1953 
[Excerpt, p. 65] 
. * ” + = ” * 
59. RURAL DEVELOPMENT PROJECTS 


The committee considered earmarking specified funds for comprehensive rural 
development projects of a pilot nature in Pakistan, India, and other selected 
areas, such funds to be made available either through the United States bilateral 
technical-assistance program or the United Nations, as the President might direct. 
The committee had in mind in this connection the effective work of the Joint 
Commission on Rural Reconstruction in Formosa which has received American 
support. The committee did not believe it was appropriate at this time to desig- 
nate specified funds for these rural development projects. It urges the Admin- 
istrator of the act, however, to give them careful consideration and to explore 
the possibility of making funds available through the United Nations under the 
terms of section 121 (a) of the Act for International Development or, in the 
alternative, to encourage these projects by the use of funds authorized to be appro- 
priated under the proper provisions of the Mutual Security Act of 1951, as 
amended. 

aa o . + = * * 





25. REPORT OF THE HOUSE COMMITTEE ON FOREIGN AFFAIRS ON 
THE MUTUAL SECURITY ACT OF 1953 
House Report No. 569, Eighty-third Congress, June 16, 1953 
[Excerpts, pp. 39-40, 58] 
8 » ” * - ® % 


Like ne other great American ideas, technical assistance has had its grow- 
ing pains. It still has some of them. Overenthusiastic zealots, both in and out 


of Government, have on occasion encouraged other countries to expect too much. 
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Many of the programs have had too many administrators and insufficient tech- 
nicians. Planning and programing, at home and abroad, has preempted too 
much time and talent. Developments in the field have not always been up to 
expectations. We believe, however, that many of the mistakes and extrava- 
gances are being corrected. The difficulties of securing and rapidly training expert 

nnel are being realized. The basic concept behind the Technical Assistance 
Program, is not to give other peoples the products of American technical skills but 
to teach them the skills so that they can produce for themselves. We believe 
this concept is sound and should be continued. 


7 ” of « . s ae 
I. GUARANTIES (SEC. 706 (D)) 


1. Need for broadened coverage 


In considering the need for broadening the coverage of investment guaranties 
under the Mutual Security Program, the committee had before it the report of 
its Subcommittee on Foreign Economic Policy (Hon. Jacob K. Javits, New York, 
chairman, Hon. Donald L. Jackson, California, Hon. Karl M. LeCompte, Iowa, 
Hon. Laurie C. Battle, Alabama, and Hon. Burr P. Harrison, Virginia), The 
Mutual Security Act and Overseas Private Investment. During the course of its 
hearings, the subcommittee was told that in order to render the guaranty pro- 
gram more effective it would be necessary to broaden the types of risks guaranteed, 
to widen the geographic scope of the pre. and to increase the time limit. 
Officials of the executive branch and of numerous private business organizations 
appeared before the subcommittee and urged the adoption of amendments to 
effect these changes. ‘The bill contains three provisions Senet the coverage, 
substantially as recommended. These are all found in chapter VII of the bill 
and will be discussed in their proper sectional order. 

The progress of the guaranty program in the underdeveloped areas, particu- 
larly in Latin America, has, in general, been disappointing. It is to be expected 
that the broader coverage required by this bill coupled with an imaginative and 
realistic approach to the guaranty program by the executive branch will strengthen 
the role of guaranties in the Mutual Security Program not only in the under- 
developed areas but elsewhere as well, 


2. Effect of section 706 (d) 


Under the Mutual Security Act, all of the countries for which aid is authorized 
are eligible to participate in the guaranty program. Much investor interest has 
been shown in countries not receiving aid under the Mutual Security Program 
and hence ineligible to participate in the guaranty program, particularly such 
British Commonwealth countries as Australia and New Zealand. Section 706 
(d) now permits countries to participate in guaranty programs with which the 
United States has agreed to institute such programs. As explained by Robert 
B. Eichholz, General Counsel to the Director for Mutual Security, when ques- 
tioned on this matter by the committee: 

“An example of the kind of thing that we might have in mind is that it might 
be possible to interest American enterprise in developing in Australia coal re- 
sources which would give the Japanese a source of coal other than from their 
traditional dependence on Manchurian coal (hearings, p. 1273).” 





26. REPORT OF THE HOUSE COMMITTEE ON APPROPRIATIONS ON 
THE MUTUAL SECURITY APPROPRIATIONS BILL, 1954 


House Report 880, Eighty-third Congress, July 18, 1953 


(Excerpt, pp. 6-7] 
+ = s > * = = 


TECHNICAL ASSISTANCE 


The Committee recommends a total of $72,000,000 for 1954, $24,000,000 for the 
Near East and Africa, $33,000,000 for Asia and the Pacific, and $15,000,000 for the 
American Republics. The amount recommended is a decrease of $64,000,000 in 
+a sen 1954 budget estimates and is $56,363,500 below the revised estimates 
or : 

_The reductions proposed are not intended to indicate that the Committee is in 
eement with the objectives and purposes of this program. Committee action 
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is based on conclusive evidence that actual performance under this program has 
fallen considerably short of projected plans and programs. While there are many 
understandable reasons for this situation, such as difficult personnel recruitment 
problems, the appropriation of more funds for 1954 than can be effectively used is 
not justified. 

Personnel statistics furnished the Committee show that only about 1,700 of the 
2,630 field positions authorized for 1953 were actually filled as of May 31, leaving 
nearly 1,000 vacant positions under projected plans for 1953. Despite this situa- 
tion, the request for 1954 provided for approximately 2,900 persons in 1954, an 
expansion of over 70 percent as compared with May 31 employment. It is under- 
stood that recruitment for this activity is extremely difficult, due to the nature 
of the field assignments and the extremely long period required for security clear- 
ance and appointment. It is also understood that it would be extremely difficult 
to attract sufficient new personnel togthis§program to much more than offset 
resignations in 1954. 

Further indication of the over-planning and lack of accomplishment in this pro- 
gram is the large amount of unexpended balances as of June 30, 1953. Of the 
$307,000,000 provided for fiscal years 1952 and 1953, approximately $175,000,000 
(57 percent) is still unexpended. The unexpended balances in many of the coun- 
tries in the program run in excess of 50 percent of available funds for the two years, 
as follows: Egypt, 90 percent; Iran, 51 percent; Jordan, 59 percent; Saudi Arabia, 
55 percent; Afghanistan, 66 percent; Burma, 78 percent; India, 71 percent; Indo- 
nesia, 75 percent; Pakistan, 77 percent. 

The Committee feels that no effort should be made by the Technical Cooperation 
Administration to force this program on any country which is not interested in 
taking an active part therein and in contributing funds at least equal to those 
being spent by the United States. From information presented, it appears that 
there are certain countries in the Near East and Latin America for which funds 
are requested for 1954 where the local contribution is lower than that of the 
United States or where the country has shown little interest in the program. The 
Committee feels that funds recommended herein should be used in those areas 
which are enthusiastically behind the program and where the most opportunity 
for beneficial results exists. 


* * * * * * * 


27. REPORT OF THE HOUSE COMMITTEE ON FOREIGN AFFAIRS ON 
THE MUTUAL SECURITY ACT OF 1954 


House Report 1925, Part I, Eighty-third Congress, June 25, 1954 
[Excerpts, pp. 47-52] 
* * 2 . * 2 ® 


Ill. TITLE III—TECHNICAL COOPERATION 


In his message to the Congress of March 30, 1954, transmitting the recom- 
mendations of the Commission on Foreign Economic Policy (the Randall Commis- 
sion), President Eisenhower made this statement: 

“T approve the recommendations of the Commission on Foreign Economic 
Policy that the United States participation in technical cooperation programs 
should be pressed forward vigorously. Such programs should concentrate on 
providing experts and know-how rather than large funds or shipments of goods 
except for necessary demonstration equipment. They should not provide capital 
for investment but should be so administered as to fit into the programs of develop- 
ment of the assisted countries and they should be related to any private or public 
investment likely to be forthcoming. 

‘Review of the requirements for the Mutual Security Program has been con- 
ducted with these principles in mind and substantial reductions in grant aid have 
been made by this administration * * *.’’ 

The President reaffirmed this view of technical cooperation in his message to 
Congress of June 23, 1954, when he declared: 

“Our country’s participation in technical cooperation programs must be vigor- 
ously advanced. Certain fundamentals are essential to their success. First, they 
should provide experts and know-how rather than large amounts of funds or goods 
although they should not be allowed to fail due to lack of necessary teaching and 
demonstration equipment. Second, they should be tightly adjusted to the needs 
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of the host countries. Third, they should be so administered as to reach as man 
people as possible, helping them raise their own standards of eae and solve their 
own problems. Technical cooperation programs now before the Congress are 
based on these fundamentals. These programs are our most effective counter- 
measure to Soviet propaganda and the best method by which to create the political 
and social stability essential to lasting peace.” 

This bill reflects that philosophy. 

The Act for International Development was approved in June 1950. When that 
measure was presented to the Congress, the experience of our Government in such 
programs was limited both as to content and as to geographical scope. Under- 
standably the many problems attendant upon their worldwide extension were not 
fully comprehended nor could many of them be foreseen. 

The technical cooperation program has undergone a “shakedown cruise” during 
the 4 years of its life. There have been some false starts, misdirected emphasis, 
and wasted motion. Yet each of these has, in a measure, contributed to a clearer 
understanding of what the program involved. 

Since the beginning of the program two tendencies have developed—a shift 
toward a commoiity program and a multiplicity of activities in many fields. 
Both have been the subject of increased congressional attention. 

The first Administrator of the Technical Cooperation Administration, the late 
Dr. Henry G. Bennett, viewed the program this way: 

“The idea is to send in a minimum number of people, with tools and limited 
amounts of supplies, so they may show the people by doing, ana guide and instruct 
their doing * * *. It is believed that the benefits of the pilot projects, and 
projects which the governments themselves have been stimulated to undertake 
in the next year or two, will result in improved earnings of the governments so 
that, to a maximum extent, the large-scale projects may be financed from loans, 
either public or private * * * 

“The truth is that the whole program is in the main a training program. The 
big need in everv underdeveloped area is for a reliable, trained, local leadership, 
and consequently we are seeking as best we can to encourage this type of training.” 

As early as 1952 the committee and the Congress noted that the ratio of ex- 
penditures between “people’’—United States technicians and local trainees-—and 
supplies was widening. More money was going into the latter component. In 
some countries, notably India, Pakistan, ana Iran, it was increasingly difficult to 
distinguish between technical cooperation and technical cevelopment or outright 
economic assistance. 

The broad language of the law and the elastic interpretation given it encouraged 
the multiplication of demonstration projects. Advice for a water-purification 
system, for example, could be supplied by mobile technicians ana the training of 
local personnel.. But the equipment to improve the water system had to be 
imported. A single unit in a single country would not serve the whole country. 
Thus, in 1952, $1,200,000 was spent to improve the water sources in Iran. 

At the same time basic categories, such as agriculture and health and sanita- 
tion, encompassed an array of activities not, contemplated by the Congress. 
Technical cooperation in agriculture became a generic term that included invest- 
ment in herds in the name of livestock breeding, budgetary assistance to agricul- 
ture colleges, irrigation systems, tractor and fertilizer imports tube-well construc- 
tion, and fertilizer imports. Under health and sanitation large quantities. of 
DDT, spraying equipment, drugs, medicines, laboratory equipment, mobile 
health units, and equipment for medical schools were sent abroad as part of the 
technical cooperation program. These programs which started on a modest 
scale of demonsttation and teaching tended to expand to embrace large scale 
commodity imports. 

In the last 2 years the administrators of the program have attempted to dis- 
tinguish between technical cooperation and special economic assistance or, as it is 
currently termed, development assistance. *\Even this venture into semantics 
has not resolved the problem of what is involved in technical cooperation. The 
fiscal year 1955 India program presented to the committee for technical coopera- 
tion, as distinguished from development assistance, devotes 74 percent to supplies 
and equipment. For Lebanon 64 percent and for Pakistan 62 percent are ear- 
marked for the same purpose. On the other hand, the committee is pleased to 
note _— for Israel and Liberia less than 20 percent of the funds are planned for 
supplies, 

By the very nature of the program personnel has always been, and should 
always be, the heart of technical cooperation. Any marked departure from this 
principle undermines the basic philosophy upon which the program was founded. 
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Personnel goals have been marked by undue optimism. There are factors beyond 
the control of the Administrator that explain part of the short fall. In other cases, 
however, it has been due to administrative deficiencies. Regardless of the cause, 
the committee is determined that the program hew to the line origirally laid down, 
Translated into operational terms, it means that funds made available for tech- 
nical cooperation should be devoted to senaing our technicians abroad and to 
training local peoples to carry forward the programs which we ana they work 
out within the framework of the various programs. It is recognized, however, 
that these technicians cannot be effective unless they have available materials, 
such as spraying equipment, laboratory supplies, seeds, agricultural implements, 
and the like, for instruction and demonstration of new techniques. In the last 
analysis, it is only through the training of local citizens that an economically 
underdeveloped country can move forward. The United States cannot assume in 
perpetuity the burden of carrying out extensive technical programs over the world. 

nder the present administrative arrangements there is no one individual 
responsible solely for guiding and focusing attention upon technical cooperation. 
lt is now part of an agency that has other responsibilities involving more costly 
operations. Technical cooperation tends to be a stepchild. Of all the parts ot 
the program encompassed in this bill, this is the one that has the longest range 
possiblities. Nowhere in the present administrative organization is the technical 
cooperation program brought into focus as a program. It is handled only on an 
area basis. The committee believes that what is needed is a single individual to 
concern himself with the total program ana who will give it the stature and em- 
phasis it merits as part of our foreign policy. Such an individuel should be 
directly under the officer to whom the President entrusts the administration of 
the nonmilitary functions authorized in this bill. 

The anoption of the language in this title is not intended to eliminate agree- 
ments with foreign governments under which technical cooperation programs are 
presently operating nor to require their renegotiation. It is expected that 
appropriate agreements will be entered into when the technical cooperation pro- 
gram is extended to any additional country. 


A. GENERAL AUTHORITY AND DEFINITION (SEC. 301) 


The first sentence of this section states more clearly and simply than existing 
law the purpose of United States technical cooperation programs. It is the 
expectation of the committee that this clarification and simplification of objec- 
tives will focus the attention of the program’s Administrator upon the essentials 
and the result in the elimination of marginal activities that dissipate the limited 
resources available for this purpose. 

The definition of technical cooperation programs has been changed slightly but 
significantly. In the original law a range of activities that were illustrative of the 
ape of the law were included, but it was stated that such activities ‘need not 

limited to’”’ those enumerated. The committee regarded this as the proverbial 
camel’s head under the tent. It deleted this language and inserted language that 
will confine the program only to those set out in this section. This alteration in 
language will discourage ventures into peripheral fields of endeavor that, however 
useful they may be to the recipient country, do not offer as convincing a demon- 
stration of the benefits to be derived from technical cooperation as do those 
devoted to basic projects in agriculture, health, and education. 


B, PREREQUISITES TO ASSISTANCE (SEC. 302) 


This section confers upon the President the duty of determining that a nation 
receiving assistance under this title of the bill pay a fair share of the program’s 
cost and cooperate in otber ways to achieve the objectives of the program. 

When this section of the bill was under discussion, the committee made inquiry 
as to the degree to which recipient nations have been contributing to the aes am. 
The following chart indicates the increased contributions made by the Latin 
American countries to the bilateral technical cooperation programs. 

(Chart. omitted.] 

Other countries are increasing their contributions in proportion to their capac- 
ity. Pakistan is matching United States dollars with the equivalent in its cur- 
rency. India has exceeded the amount of United States aid, while other countries 
have been able to contribute little or nothing. The committee regards these 
prerequisites as essential to the idea of cooperation and expects that those ad- 
ministering the program will apply this provision to the maximum extent possible. 
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This title is based upon the substantive provisions of the Act for International 
Development. The administrative provisions of that act have been transferred 
to title V of this bill. Substantive provisions of that act providing authorities to 
the President for carrying out bilateral technical cooperation programs and for 
providing for joint commissions on economic development have been deleted for 
the reason that the authorities they provide are implicit without the necessity of 
including these specific provisions. 


C. AUTHORIZATION (SEC. 303) 


The appropriation for technical cooperation for fiscal year 1954 was $107,412,- 
501. The sum the committee recommends for next year is $112,070,000. This 
figure is the sum of the three area figures submitted by the executive branch. 

nlike previous authorizations for this activity, the authorization request this 
year is carried as a single item rather than on a geographic basis. Experience has 
shown that area authorizations deny the most effective use of the funds. The 
committee believes that a lump-sum authorization will give the administrator the 
necessary flexibility to move forward wherever the requisite conditions permit 
rather than immobilize funds in one area and be short of funds in another. 

In the light of all the evidence mad2 available to the committee as well as 
independent studies made by the committee members in various study missions 
abroad this authorization represents about the maximum that can be expected 
to be recommended in the foreseeable future. It recommends that those adminis- 
tering this program accept this forecast and make their plans accordingly. 

The Special Study Mission to Southeast Asia and the Pacific, after visits to 
more than a dozen countries last fall, made this recommendation: 

“Technical assistance programs and projects should be curtailed in number and 
inscope. A smaller number of better projects do more good than a larger number 
of poorer projects.” 


D, LIMITATION ON USE OF FUNDS (SEC. 304) 


This section was inserted by the committee only after exhaustive hearings and 
studies of the technical cooperation program. It has a single and clear purpose— 
to assure that funds spent under this title will be devoted to the “interchange of 
technical knowledge and skills” and not be a thin disguise for a commodity pro- 
gram. Instructional equipment may include such items as posters and other 
visual aid materials. Demonstration equipment is not construed to mean equip- 
ment that in effect represents capital investment. Should the program call for 
tubewell construction, for example, the committee’s position is that a few in each 
province or district needing irrigation constitutes an adequate number. Any 
additional units that may be desired should not be provided as part of the tech- 
nical cooperation program. 





28. REPORT OF THE SENATE COMMITTEE ON FOREIGN RELATIONS 
ON THE MUTUAL SECURITY ACT OF 1954 


Senate Repert 1799, Eighty-third Congress, July 13, 1954 
[Exeerpts, pp. 80-83] 
* * * * ° * a 
59. TECHNICAL EXCHANGE PROGRAMS 


The committee feels that more vigorous efforts should be made to eliminate 
overlapping between the technical cooperation programs of FOA involving the 
exchange of persons and the exchange activities authorized by the United States 
Information and Educational Exchange Act of 1948 carried out by the State 
Department. Section 302 of the bill specifies that ‘The term ‘technical coopera- 
tion programs’ does not include such activities authorized by the United States 
Information and Educational Exchange Act of 1948 (62 Stat. 6) as are not pri- 
marily related to economic development.” 

The committee believes that FOA has sometimes interpreted its mandate for 
technical cooperation programs so broadly as to encompass practically all activities 
which may be ultimately related to the development of the economic resources 
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and productive capacities of other countries. In authorizing legislation for 
development assistance and technical cooperation, the intent of Congress was 
that such activities be oriented toward specific economic and technical objectives, 
leaving the noneconomically oriented activities authorized by the Smith-Mundt 
Act to the more permanent program carried out by the State Department. In 
short, the FOA program should provide the technical and economic framework 
for a mutual-security program, and the State Department’s exchange program 
should continue to concern itself with the building up of a climate of public 
opinion in which our total foreign-relations program can operate successfully and 
effectively. These objectives are quite clear in the respective legislative authoriza- 
tions and overlapping should be kept to a minimum. 

At the same time the committee recognizes that some specific activities involv- 
ing exchanges of persons may serve both objectives, thus making it difficult to 
draw hard and fast lines between the two programs. For example, the committee 
notes that FOA is bringing foreign labor leaders to this country ‘‘to observe the 
practical operations of collective bargaining in an industrial economy.” The 
State Department is also bringing in labor leaders from abroad. 

The committee believes that FOA should limit its activities in this respect to 
bringing in foreign labor personnel for training or observation of skills, techniques, 
and industrial and trade-union organizational matters directly related to economic 
development programs in their countries. 

In cases in which FOA may have funds available for purposes that border on 
those covered by the Smith-Mundt Act, it might be appropriate for the FOA 
to arrange for the Department of State to handle such projects. 

The conmittee stresses its belief that close coordination between these two 
programs is essential so that their combined activities will best serve United 
States foreign policv interests. 

FOA should also limit its activity of bringing foreign journalists to the United 
States to publicize and otherwise support developing productivity programs in 
their home countries, or such activity carried on by the State Department. The 
committee understands that FOA is discontinuing these activities. It is expected 
that FOA will also discontinue other exchange activities which encroach upon the 
exchange programs of the State Department. 

It is expected, of course, that these distinctions will be reflected in the prepara- 
tion and submission of annual appropriation requests. 


* * * * * * * 
62. TERMINATION DATES FOR MILITARY AND ECONOMIC ASSISTANCE (SEC. 503) 


Since 1948 there has been an independent Government agency charged with 
administering foreign-aid programs. First was the Economic Cooperation Admin- 
istration. That agency was replaced by the Mutual Security Agency when the 
aid programs began to switch in emphasis from economic aid to military assist- 
ance. MSA was succeeded by the Foreign Operations Administration which 
served to coordinate military assistance programs, administer economic pro- 
grams, and under Reorganization Plan 7 of last year, took over the technical 
assistance program. 

Last year the Congress approved language in the Mutual Security Act of 1951, 
which provided: 

‘After June 30, 1954, * * * none of the authority conferred by this Act or by 
the Mutual Defense Assistance Act of 1949, as amended, may be exercised. * * *” 

Provision was made for a 24-month period during which the economic pro- 
grams were to be liquidated and 36 months for the liquidation of the military 
programs. Provision was also made for the President, prior to the expiration 
period, to transfer to ‘‘other departments, agencies, or establishments such duties 
and authority as might be necessary for the purpose of liquidation. * * *” 

The committee felt this year that a further extension of certain military and 
economic assistance programs was necessary. It desired, however, to make 
it clear that the time has come when such programs as may be necessary in the 
future should be presented to the Congress by the regular agencies of the Govern- 
ment and should not serve as the basis for the continuation of an independent 
agency of Government—currently the Foreign Operations Administration. 

The committee is not critical of the Foreign Operations Administration as 
such. It was aware, however, that most of the sums authorized for military 
assistance have been the operating responsibility of the Department of Defense 
for several years. It believed also that as a general rule it is unwise for foreign 
economic programs and the coordination of foreign military assistance programs 
to be undertaken outside the immediate purview of the Department of State. 


SIGUE 
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In order to meet this situation, the committee adopted an amendment (sec. 
503). This amendment states that authority conferred by titles I and ITI of this 
act may not be exercised after June 30, 1955, except so far as may be necessary 
to liquidate the programs authorized by those titles. The amendment thus 
provides that there be no additional military or economic development assistance 
———_ after June 30, 1955, at which time the liquidation provisions will come 
into effect. 

The committee wishes to make it clear that it should not be inferred from this 
action that the Congress is stating that there are to be no more military or 
economic assistance programs in the future. It does assert, however, that if 
affirmative action is needed, it must be taken by the President to establish that 
such programs are essential in the future. Thus, if the President finds it necessary 
next year, upon the advice of the Departments of State and Defense, to continue 
military and/or economic assistance, he can so recommend to the Congress. 

With respect to the liquidation provisions, insofar as military-type assistance 
covered in chapter 1 of title 1 is concerned, expenditures, transfers, and obligations 
of funds appropriated this year may continue to be made for 24 months beyond 
June 30, 1955. Insofar as other funds authorized by titles I and IT are concerned, 
the period for which expenditures, transfers, and obligations may occur is 12 
months. By fixing the final liquidation dates at 24 months for military assistance 
and 12 months for economic assistance, the committee is giving effect to the action 
of Congress last year when it fixed the termination date of June 30, 1954, and 
provided for 36- and 24-month periods for termination of the respective programs, 

The committee felt that if no termination date were included in the legislation, 
the tendency would persist to think of military and economic assistance programs 
of the type authorized in titles I and Il of the bill as continuing indefinitely into 
thefuture. It also had in mind that foreign-aid programs, if they are to be con- 
tinued, must be put on a basis requiring presentation by permanent agencies of 
this Government, the Departments of State and Defense, and not an independent 


mcy. 

"; will be noted that the committee did not set a termination date for the tech- 
nical cooperation program and for miscellaneous other programs covered in title 
IV of the bill. Each of these programs must be justified on a yearly basis. Their 
location in the executive hierarchy, except for the technical cooperation program 
(point 4), is left to the discretion of the President. It is to be expected that most 
of these programs will be administered within the framework of the Department 
of State since there will be no independent agency operating in the fizld of foreign 
economic or military assistance. 

The committee gave particular attention to the technical cooperation enapem. 
It felt that this program should be administered by the Department of State. 
Provision is made, therefore, for the programs authorized by title III of the bill 
to be administered after next June 30 through the Secretary of State (sec. 521 (b)). 





29. REPORT OF SENATE COMMITTEE ON APPROPRIATIONS ON THE 
MUTUAL SECURITY APPROPRIATIONS BILL, 1955 


Senate Report 2268, Eighty-third Congress, August 6, 1954 
{[Excerpt, p. 9] 


* * * * * * * 
MULTILATERAL TECHNICAL COOPERATION 


The committee recommends an appropriation of $9,957,621 for this item, a 
reduction of $8,000,000 in the budget estimate. The House denied the request 
entirely for this appropriation. 

The sum of $9,957,621 is to cover the amount pledged by representatives of 
the United States to the United Nations expanded technical assistance program 
as the United States share of the cost of conducting the multilateral program 
during the calendar year 1954. 

This appropriation is made with the understanding that no further pledge shall 
be made to the United Nations for the expanded technical assistance program by 
any representative of the United States Government without prior authorization 
by the Congress of the United States. This does not preclude the United States 
representatives from making recommendations to the committees. 
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This appropriation is made with the further understanding that a study will 
be instituted by the Senate Committee on Appropriations of the relationship of 
the United States Government to the whole multilateral technical assistance 
program, including consideration of the technical assistance work of 911 the 
international organizations in which the United States has membership, both 
under their regular progrems and under the United Nations expanded technical 
assistance program. It is expected thas the study will inquire into the effect 
that the United Nations expanded technical assistance program is having upon 
the functioning of the specialized agencies as they were established under terms 
of their separate constitutions and charters. It is further expected that the 
study will explore all reasonable alternatives to the present system of handling 
United States participation in the multilateral technical assistance program 
including particularly that of making direct appropriations to the international 
organizations which do the technical assistance work, rether than in the form of 
a blank check to a central fund which is under the control of the United Nations 
including nations controlled or dominated by the U. 8. 8. R. Such a study wil 
include consultations with representatives of all of the departments of the execu- 
tive branch of the United States Government which are concerned with the 
technical assistance work of the international organizations; with representatives 
of public organizations, such as farm, business, and labor groups; and with 
representatives of the international organizations, if that seems desirable, to 
determine whether duplication exists and to determine methods for giving Congress 
more adequate and immediate control over such appropriations and programs. 


e . * * * ~ * 





Ill. United Nations Resolutions 
30. RESOLUTION OF THE GENERAL ASSEMBLY, DECEMBER 4, 1948 


The General Assembly, 

1. Taking into account the action in relation to technical assistance osteae 
taken by the General Assembly (resolutions 52 (I) and 58 (I) of 14 December 
1946) and by the Economic and Social Council (resolutions 27 (IV) and 51 (IV) 
of 28 March 1947, 96 (V) of 12 August 1947, 139 (VII), A, of 26 August 1948 and 
149 (VII), C, of 27 August 1948), 

2. Considering that 

(a) The promotion of conditions of economic and social progress and develop- 
ment is one of the principal objectives of the Charter of the United Nations, 

(6) The lack of expert personnel and lack of technical organization are among 
the factors which impede the economic development of the under-developed 


areas, 

(c) The United Nations can extend efficacious and timely help in this con- 
— for the achievement of the objectives set forth in Chapters IX and X of the 

rter, 

3. Decides to appropriate the funds necessary to enable the Secretary-General 
to perform the following functions, where appropriate in cooperation with the 
specialized agencies, when requested to do so by Member Governments: 

(a) Arrange for the organization of international teams consisting of experts 
provided by or through the United Nations and the specialized agencies for the 
purpose of advising those Governments in connexion with their economic develo 
ment programmes, the organization of such teams, of course, not to preclude the 
invitation of individual, or groups of, experts from the United Nations or from 
specialized agencies in connexion with problems in the field of those specialized 
agencies; 

(b) Arrange for facilities for the training abroad of experts of under-developed 
countries through the provision of fellowships for study in those countries or insti- 
tutions which, in the particular fields of study, have achieved an advanced level 
of technical competence; 

(c) Arrange for the training of local technicians within the under-developed 
countries themselves by promoting visits of experts in various aspects of economic 
development for the purpose of instructing local personnel and for assisting in the 
organization of technical institutions; 

d) Provide facilities designed to assist Governments to obtain technical per- 
sonnel, equipment and supplies, and to arrange for the organization of such other 
services as may be appropriate in the promotion of economic development, includ- 
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ing the organization of seminars on special problems of economic development, and 
the exchange of current information concerning technical problems of economic 
development; 

4. Instructs the Secretary-General to undertake the performance of the func- 
tions listed in paragraph 3 above, in agreement with the Governments concerned, 
on the basis of requests received from Governments with due regard to geographi- 
cal considerations and in accordance with the following policies: 

(a) The amount of services and the financial conditions under which they shall 
be furnished to the various Governments shall be decided by the Secretary- 
General, and shall be reviewed by the Economie and Social Council at each of its 
sessions; 

(b) The kind of service mentioned under paragraph 3 to be rendered to each 
country shall be decided by the Government concerned; 

(c) The countries desiring assistance should perform in advance as much of 
the oo as possible in order to define the nature and the scope of the problem 
involved; 

(d) The technical assistance furnished shall (i) not be a means of foreign eco- 
nomic and political interference in the internal affairs of the country concerned 
and shall not be accompanied by any considerations of a political nature; (ii) 
be given only to or through Governments; (iii) be designed to meet the needs of the 
country concerned; (iv) be provided, as far as possible, in the form which that 
country desires; (v) be of high quality and technical competence; 

(e) The sums appropriated for the performance of the functions set forth in 
paragraph 3 shall not be expended on functions or services which are a special 
responsibility of a specialized agency except in agreement with the executive head 
of that agency; 

5. Requests the Secretary-General to report to each session of the Economic 
and Social Council on the measures which he has taken in compliance with the 
terms of the present resolution; 

6. Recommends to the Economic and Social Council that it review at each session 
the actions taken under the present resolution and, when necessary, formulate 
recommendations concerning policy and budgetary action required by the General 
Assembly to carry on the functions instituted by the present resolution. 





31. RESOLUTION OF THE ECONOMIC AND SOCIAL COUNCIL, AUGUST 15, 
1949 


[United Nations Document E 1553, pp. 4-18. Annex II omitted! 


The Economic and Social Council, 

Having considered, the report prepared by the Secretary-General, in consultation 
with the specialized agencies, on an expanded programme of technical assistance 
for economic development, pursuant to resolution 180 (VIII), 

Being impressed with the significant contribution to economic development that 
can be made by an expansion of the international interchange of technical knowl- 
edge through international co-operation among countries, 

Believing that a sound international programme of this character must combine 
and make use of the experience of many nations, with different social patterns and 
cultural traditions and at different stages of development, so as to facilitate prog- 
ress in the less-advanced countries and to help solve their technical and economic 
problems, 

1. Transmits to the General Assembly the above-mentioned report together 
with the observations and guiding principles set out in Annex I of this resolution; 

2. Recommends that the General Assembly approve the draft resolution in 
Annex II, which provides for an expanded programme of technical assistance for 
economic development of under-developed countries; 

3. Requests the Secretary-General, subject to such decision as may be taken 
by the General Assembly on the draft resolution in Annex II, to invite the Admin- 
istrative Committee on Co-ordination to set up a Technical Assistance Board 
(TAB) which shall consist of the executive heads, or their representatives, of 
the United Nations and of the specialized agencies which participate in accordance 
with this paragraph in the expanded programme of technical assistance. The 
eer, yeneral, or his representative, shall be Chairman of the Board. Within 
the = 

(a) Each participating organization shall inform the other organizations of 
requests to it for technical assistance for economic development; 
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(6) Important requests for such assistance shall be promptly discussed; 

(c) The participating organizations shall discuss their co-ordination efforts 
under this programme, shall consult before comprehensive missions and pro- 
grammes of assistance involving several organizations arearranged, and each 
shall be prepared to co-operate fully with the others in activities involving their 
common interests; 

(d) The participating organizations shall exchange information which becomes 
available to them on current developments in the field of technical assistance, 
including the progress of technical assistance rendered or projected by them, 
by Governments and by private organizations; 

(e) The TAB shall inform the Technical Assistance Committee of the Council 
(TAC), mentioned below, of any requests for technical assistance for economic 
development as soon as they have reached the TAB, so that the TAC shall always 
be in possession of a list of projects being discussed or reviewed by the TAB or 
participating organizations; 

(f) Periodic reports shall be made by the TAB to the TAC; these reports shall 
include an examination of activities undertaken and results achieved, and a 
statement on funds received and committed under this expanded programme; 

(g) Each participating organization shall present annually to the TAB its 
proposed programme for the next fiscal year in the light of its experience with the 
expanded programme. The programmes of the several participating organiza- 
tions shall be examined in relation to each other, and the TAB shall make recom- 
er concerning them and the total programme to the Council through 
the g 

(h) All decisions other than on procedural matters shall be taken by general 
agreement and, when agreement cannot be reached, the issue in dispute shall be 
referred for decision to the TAC; 

4. Authorizes the Secretary-General, after consultation with the other partici- 
pating organizations, to designate the Executive Secretary of the TAB, who 
shall: 

(a) Convene and service the TAB and prepare the needed documents; 

(b) Collect and circulate to members of the TAB: 

(i) Information regarding enquiries for technical assistance received by the 
participating organizations; 

(ii) Programmes of the participating organizations for technical assistance in 
the fields for which they are responsible; 

(iit) Information on technical assistance rendered and projected by the par- 
ticipating organizations and any other information which becomes available to 
them concerning such assistance rendered by Governments or by other public or 
private bodies; 

(c) Prepare or arrange for such studies in regard to requests and plans for 
technical assistance as may be needed by the TAB, and furnish, when required by 
the TAB, information and analyses relating to the needs and conditions of the 
various countries requesting assistance; 

(d) Prepare for the TAB, with the assistance of the organizations concerned 
and on the basis of information supplied by the Governments concerned, such 
reports on the operations carried out under the expanded co-operative programme 
of technical assistance as may be necessary; 

(e) Perform such other functions as the efficient operation of the TAB may 
require; 

5. Requests the Secretary-General to make appropriate arrangements whereby 
the executive heads of the participating organizations may assign members of 
their staff to the staff of the TAB as necessary; 

6. Decides to establish, subject to such decisions as may be taken by the General 
Assembly on the draft resolution in Annex II and after the conclusion of the 
Technical Assistance Conference proposed in paragraph 12, a standing Technical 
Assistance Committee of the Council (TAC), consisting of the members of the 
Council, which is authorized to sit while the Council is not in session and which 
shall have the following terms of reference: 

(a) To make for the Council critical examinations of activities undertaken and 
results achieved under the expanded programme of technical assistance; 

(b) To examine each year’s programme presented to it by the TAB and report 
to the Council concerning it, making such recommendations as it may deem 
necessary ; 

(c) To interpret this resolution in cases of conflicts or questions submitted to it 
by the TAB, through its Chairman, and decide any such conflicts or questions; 
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(d) To receive reports from the TAB on progress and implementation of, and 
disbursements of funds under the expanded programme; 

(e) To review the working relationships between the participating organiza- 
tions and the effectiveness of the methods of co-ordination in connexion with their 
technical assistance programmes, making recommendations when appropriate; 

(f) To perform such other relevant functions as the Council may assign to it 
from time to time; 

7. Requests that the TAB and the TAC, in carrying out their terms of reference, 
be guided by the “Observations on and guiding principles of an aes pro- 
gramme of technical assistance for economic development’’ (Annex I) and take 
into account the records of the debate on the expanded programme which occurred 
during the ninth session of the Council; 

8. Recommends to the General Assembly that it authorize the Secretary-General 
to set up a special account for technical assistance for economic development, to 
which contributions of countries shall be credited and from which transfers shall 
be made to the participating organizations exclusively for the expanded technical 
assistance programme to be carried out in the light of the observations and guiding 
principles contained in Annex I and for administrative expenses connected there- 
with. The special account may include an evaluation of services or materials 
on the basis of credits in domestic currencies which Governments are prepared 
to make available; 

9. Recommends to the Governments attending the Technical Assistance Con- 
ference, provided for in paragraph 12 below, that they approve the following 
financial arrangements: 

(a) Contribution shall be made by Governments in such forms and subject 
to such conditions as may be agreed between the Secretary-General, after consul- 
tation with the TAB, and the contributing Governments, provided that contri- 
butions shall be made without limitation as to use by a specific agency or in a 
specific country or for a specific project; 

(b) The Secretary-General shall allot contributions received during the first 
fiscal year as follows: 

(i) The first $10,000,000 in contributions shall be automatically available 
for distribution tothe participating organizations for the expanded technical 
assistance cannes 

(tt) Of the second $10,000,000 of contributions received, 70% shall be auto- 
matically available for distribution to the participating organizations and 
30% shall be retained for subsequent allocations, bearing in mind the 
desirability of retaining an appropriate proportion of convertible currencies; 

(iit) All contributions above $20,000,000 shall be similarly retained; 

(c) Contributions automatically available for distribution to the participating 
organizations, in accordance with sub-paragraph (b) (i) and (i%) above, shall be 
transferred by the Secretary-General to the organizations in accordance with the 
following percentages: 


Percent 

ET rn ne na aves Sales aed naeieen 23 
International Labour Organisation.... .- 22222 ee eee 11 
Food and Agriculture Organisation..............-.....--..-.-...-----. 29 
United Nations Educational, Scientific and Cultural Organization. -__-_.-.-- 14 
International Civil Aviation Organization..........................----- 1 
BPGTUG EROGESN UUREIINIOR iii di aur ducwievahembune dnadesweniapaiedtans 22 
FET Li 5) sa candies buick you och enbieh dhpin pitiiiighie nt min sane ga stelaaktneninentioas 100 


(d) Contributions retained under sub-paragraph (b) (ii) and (77) above shall 
be allotted by the TAB in such a manner as it may decide and at such time as it 
may decide, taking into consideration all relevant factors, in particular the amounts 
and kinds of resources on hand and receivable, the technical assistance requests 
received which fall within the field of the several participating organizations, the 
uncommitted balances held by them, and the need for the retention of any reserves 
to meet unforseen requests from Governments; 

(e) The TAB shall determine the manner in which different currencies and 
services or materials can be most effectively utilized; 

(f) The amounts received by the participating organizations shall be available 
to them for the purpose of assuming obligations or commitments during the fiscal 
year in which these amounts are received, but actual expenditures shall be allowed 
to extend over a period of not more than the two ensuing fiscal years; 
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(g) The Secretary-General and the executive heads of the other participating 
organizations shall, after consultation, make appropriate arrangements for the 
audit of contributions and expenditures under this programme; 

10. Recommends that the specialized agencies concerned take such steps as may 
be necessary to enable them: 

(a) To participate fully under this programme, to adhere to the principles set 
out in Annex I and to receive monies and other resources from the special account 
established by paragraph 8; 

(6) To use these monies and resources for the purposes set out in paragraph 
8, to exercise the required controls over the technical assistance activities and the 
monies and resources received, and to account for their expenditure: and 

(c) To report to the TAC through the TAB on their technical assistance 
activities, including those financed from the special account; 

11. Decides that the financial and allocation arrangements shail be reviewed 
by the Council not later than its twelfth session in the light of experience during 
the first year, taking into account the recommendations of the TAB to the TAC; 

12. Decides, subject to such decision as may be taken by the General Assembly 
on the draft resolution in Annex II, to call, in accordance with the supplementary 
rule of procedure of the General Assembly on the calling of international confer- 
ences by the Economic and Social Council, a Technical Assistance Conference for 
the purpose of: 

(a) Ascertaining the total amount of contributions available from participating 
Governments for the execution of the technical assistance programme of the 
United Nations and the specialized agencies during the first year of its operation; 
and 

(b) Giving final consent to the proportionate shares of the total amount of 
contributions to be allotted to the various participating organizations and to the 
other financial arrangements as set out in paragraph 9; 

13. Requests the Secretary-General: 

(a) To convene the Technical Assistance Conference at the headquarters of 
the United Nations at such times as the Secretary-General finds appropriate, 
but, if possible, during or immediately following the fourth session of the General 
Assembly; 

(b) To invite to the said Conference, with the right to vote, all Members of the 
United Nations and all other Governments members of any specialized agency 
participating in the programme; and 

(c) Likewise to invite, without the right to vote, representatives of the special- 
ized agencies. 

ANNEX I 


OBSERVATIONS ON AND GUIDING PRINCIPLES OF AN EXPANDED PROGRAMME 
oF TECHNICAL ASSISTANCE FOR Economic DEVELOPMENT 


The Council recommends the following principles to serve as guides to the 
United Nations and specialized agencies _ ticipating in the expanded programme 
of technical assistance, hereinafter called the “participating organizations”: 


GENERAL PRINCIPLES 


The participating organizations should, in extending technical assistance to 
economic development of under-developed countries: 

1. Regard it as a primary objective to help those countries to strengthen their 
national economies through the development of their industries and agriculture, 
with a view to promoting their economic and political independence in the spirit 
of the Charter of the United Nations, and to ensure the attainment of higher 
levels of economic and social welfare for their entire populations: 

2. Observe the following general principles laid down in General Assembly 
resolution 200 (III): 

(a) Technical assistance for economic development of under-developed coun- 
tries shall be rendered by the participating organizations only in agreement with 
the Governments concerned and on the basis of requests received from them; 

(6) The kinds of services to be rendered to each countiy shall be decided by 
the Government concerned; 

(c) The countries desiring assistance should perform, in advance, as much of 
the seep as possible in order to define the nature and scope of the problem 
involved; 
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(d) The technical assistance furnished shall: 

(t) Not be a means of foreign economic and political interference in the 
internal affairs of the country concerned and not be accompanied by any 
considerations of a political nature; 

(it) Be given only to or through Governments; 

(itz) Be designed to meet the needs of the countr concerned; and 

(iv) Be provided as far as possible in the form which that country desires; 

3. Avoid distinctions arising from the political structure of the country request- 
ing assistance, or from the race or religion of its population. 


STANDARDS OF WORK AND PERSONNEL 


1. The highest professional competence should be maintained in all services 
undertaken by the participating organizations in rendering technical assistance 
to requesting countries. 

2. Experts should be chosen rot only for their technical competence, but also 
for their sympathetic understanding of the cultural backgrounds and specific 
needs of the countries to be assisted and for their capacity to adapt methods of 
work to local conditions, social and material. 

3. Adequate preparation of experts should be provided before assignments are 
undertaken; such preparation should be designed to give understanding of the 
broad objectives of the common effort and to encourage open-mindedness and 
adaptability. 

4. Experts and groups of experts visiting a country should not engage in politi- 
cal, commercial or any activities other than those for which they are sent. The 
scope of their duties should be strictly defined in each case by agreement between 
the country requesting assistance and the organizations providing assistance. 

5. Even when allocations are committed projects should not be commenced 
unless properly qualified experts and assistants have been secured and trained. 

6. All Governments should be invited to cooperate in the securing and select- 
ing of qualified siaff and to facilitate, when necessary, arrangements for their tem- 
von release and for their continued employment on return. 

7. Universities, technical schools, foundations, research institutions and other 
non-governmental sources from which experts may be drawn should be encouraged 
to release experts for field assignments under the programme, to arrange for their 
continued employment on return and to undertake special research projects on 
problems related to economic development. 


PARTICIPATION OF REQUESTING GOVERNMENTS 


The requesting Governments should be expected to agree: 

1. To facilitate the activities requested from the participating organizations by 
assisting them to obtain the necessary information about the problems on which 
they have been asked to help, such information to be limited strictly to questions 
directly related to the concrete requests for technical assistance; and, whenever 
appropriate to facilitate their contacts with individuals and groups, in addition 
to Government agencies, concerned with the same or related problems; 

2. To give full and prompt consideration to the technical advice they receive 
as a result of their co-operation with the participating organizations in response 
to the requests they have initiated; 

8. To undertake to maintain or set up as soon as practicable such governmental 
co-ordination machinery as may be needed to ensure that their own technical, 
natural and financial resources are mobilized, canalized and utilized in the interest 
of economic development designed to improve the standard of living of their 
peoples and through which the effective use of any major international technical 
assistance resources could be assured; 

_4. Normally to assume responsibility for a’substantial part of the costs of tech- 
nical services with which theyjare provided, at least that part which can be paid 
in their own currencies; 

5. To undertake the sustained efforts required for economic development, in- 
cluding continuing support and progressive assumption of financial responsibility 
for the administration of projects initiated at their request under international 
auspices; 

6. To publish information or provide for study and analysis material suitable 
for publication — the results of the technical assistance rendered and the 
experience derived therefrom, so that it may be of value to other countries and 
to the international organizations rendering technical assistance; 
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7. To inform the participating organizations, whenever technical assistance is 
requested, of all assistance which they are already receiving or requesting from 
other sources in the same field of development; 

8. To give publicity to the programme within their countries. 


CO-ORDINATION OF EFFORT 


1. The projects falling within the competence of participating organizations 
should be carried out by them, and the co-ordination of their work should be 
effected, with due regard to their constitutions and the relations established 
between them. 

2. The work undertaken by the participating organizations under the expanded 
technical assistance programme should be such as to be suitable for integration 
with their normal work. 

3. Arrangements should be made for requests for assistance within the sphere 
of two or more organizations to be handled jointly by the organizations concerned, 
and there should be co-ordination among the participating organizations at the 
planning level before commitments by them are entered into with Governments. 

4. Technical assistance activities which are not at the present time the special 
responsibility of any specialized agency, such as certain aspects of industrial 
development, manufacturing, mining, power, and land and water transport, 
should be undertaken by the Secretary-General of the United Nations. 

5. All requests for technical assistance which involve comprehensive or regional 
development projects falling within the purview of more than one organization 
should first be submitted to joint examination by the organizations concerned; 
such requests should be directed to the Secietary-General of the United Nations. 

6. Programmes of training should be the subject of co-operative action among 
participating organizations. 


CONCENTRATION AND ECONOMY 


Within the wide range of activities envisaged, the participating organizations 
should practise, especially in the initial stages of their programmes, concentration 
of effort and economy. The participating organizations should also ensure the 
fullest use of any existing facilities. 


SELECTION OF PROJECTS 


1. The participating organizations, in deciding on a request for assistance, 
should be guided solely by the Charter of the United Nations, by the principles 
of the United Nations programme for technical assistance and by appropriate 
resolutions of the General Assembly and of the Economie and Social Council. 
The services envisaged should aim at increased productivity of material and 
human resources and a wide and equitable distribution of the benefits of such 
increased| productivity, so as to contribute to the realization of higher standards 
of living for the entire populations. Due attention and respect should be paid 
to the national sovereignty and national legislation of the underdeveloped coun- 
tries and to the social conditions which direetly affect their economic development. 
Requests for technical assistance may therefore be approved which will help Gov- 
ernments to take account of the probable consequences of proposed projects for 
economic development in terms of the welfare of the population as a whole, in- 
cluding the promotion of full employment, and also to take account of those social 
conditions, customs and values in a given area which would directly influence the 
kinds of economic development that may be feasible and desirable. Similarly, 
requests may also be approved for technical assistance to Governments desiring 
to undertake the specific social improvements that are necessary to permit effec- 
tive: economic development and to mitigate the social problems—particularly 
problems of dislocation of family and community life—that may arise as a con- 
comitant of economic change. As in any national programme for economic 
development any increased services undertaken by the Government can be main- 
tained, in the long run, only out of national production, special attention should 
be given in timing and emphasis to activities tending to bring an early increase in 
national productivity of material and human resources. 

2. The participating organizations, when reviewing and placing in order of 
priority the requests which they receive, should so far as possible ensure that due 
regard is paid to the urgency of the needs of the various applicants and to their 
geographical distribution. 
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3. In response to requests from Governments, especially in connexion with 
plants for economic development, special consideration should be given to re- 
sources and methods of financing the development. It is reeommended therefore 
that participating organizations, before undertaking work of an extensive char- 
acter involving substantial cost, should assure themselves that Governments 
requesting such assistance are giving full consideration to major capital invest- 
ment or large continued governmental expenditure which may be needed as a 
result of this technical assistance. Governments may also require advice con- 
cerning conditions and methods of financing appropriate to such projects. Close 
co-operation among the participating organizations in soonending to requests for 
technical assistance can facilitate the attainment of this objective. 

4. Requests for the furnishing of equipment and supplies may be considered 
in so far as they form an integral part of a project of technical assistance. 





32. RESOLUTION OF THE GENERAL ASSEMBLY, DECEMBER 1, 1950 


[United Nations Document A/1775, pp. 36-37] 
The General Assembly, 


Recalling its reponsibilities under Article 17, paragraph 3, and Article 58 of the 
Charter, 

Recalling its resolution 310 (IV) declaring that the resources devoted to the 
economic and social work of the United Nations and the specialized agencies 
should be concentrated on tasks of pone importance, 

Taking note of the work of the Economie and Social Council at its eleventh 
session in determining criteria for establishing priorities within the fields allotted 
to the various bodies composing and associated with the United Nations, 

Recognizing that the successful carrying out of the economic and social work 
of the United Nations and the specialized agencies may be jeopardized by under- 
taking so many projects as to exceed the available technical, administrative and 
financial resources, 

Recognizing that the extent of activity is determined by the programme de- 
cisions and by the budgetary appropriations of the United Nations and the 
specialized agencies, 

Declaring that the resources placed at the disposal of the United Nations and 
the specialized agencies should be applied where they are most needed, 

1. Requests each specialized agency to review its 1952 programme during 1951, 
using the criteria set forth in the report of the Co-ordination Committee as ap- 
proved by the Economic and Social Council; 

2. Requests the Economic and Social Council and the specialized agencies to 
indicate, when new projects are adopted, which current projects may be deferred, 
modified or eliminated to ensure that the economic and social work of the United 
Nations and the specialized agencies will be carried on most effectively; 

3. Requests the Economic and Social Council: 

(a) To review, during 1951, the 1952 programmes of the United Nations and 
the specialized agencies, using the criteria set forth in the report of the Co-ordina- 
tion Committee as approved by the Economic and Social Council; 

(b) ‘lo seek, in reviewing the programmes, the assistance of the Advisory Com- 
mittee on Administrative and Budgetary Questions on the administrative and 
financial aspects of this matter; 

(c) To report to the sixth session of the General Assembly on the results of 
these reviews; 

4. Requests the Secretary-General, in co-operation with the administrative 
heads of the specialized agencies, to include in annex IV to the Secretary-General’s 
budget estimates a summary schedule of the estimated costs of the projects pro- 
vided for in the budgets of the United Nations and of the specialized agencies; 
and, further, 

Having noted the steps taken and progress made by the Economic and Social 
Council, the Secretary General, the Administrative Committee on Co-ordination 
and the specialized agencies, 

5. Urges that the efforts which are being made to ensure the fullest co-ordina- 
tion of the programmes and activities of the United Nations and the specialized 
agencies be vigorously pursued. 
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33. RESOLUTIONS OF THE ECONOMIC AND SOCIAL COUNCIL, 
JULY 29, 1954 


a * « 2. © ¥ * 
II 
System oF ALLOCATION OF Funps UNDER THE EXPANDED PROGRAMME 


The Economic and Social Council, 


Having considered the report of the Technical Assistance Committee, 

Reaffirming the principle that United Nations technical assistance programmes 
should be drawn up by governments at the country level in accordance with their 
needs and in relation to their economic development plans, and that the technical 
resources of the various participating organizations should be used to the maxi- 
mum in the preparation of those programmes, 

Considering that governments should be more closely associated with the prep- 
aration, review and approval of the programmes, 

1. Approves the following recommendations of the Technical Assistance 
Committee: 

(a) As from 1 January 1955 and in relation to the programme for 1956 and 
subsequent years, the funds of the Expanded Programme of” Technical Assistance 
shall no longer be allocated to the organizations participating in the Programme 
on the basis of percentages fixed in advance. The funds shall be distributed on 
the basis of the requests submitted by governments and the priorities established 
by them, subject to the provisions of paragraph (b) below; 

(b) The planning and approval of the programmes, and the allocation of funds 
for their implementation, shall be subject to the following procedure and principles: 

(i) TAB shall formulate early in the year, as a guide in planning country and 
regional programmes, target figures showing the amount of expenditure on 
technical assistance which it may be possible to undertake during the ensuing 
year on the basis of an assumed financial availability. In order to ensure stable 
programming, sharp reductions in country target figures in any single year should 
normally be avoided, subject to the availability of financial resources. Country 


target figures, including agency sub-totals for each of the participating organiza- 


tions, derived from their activities during the preceding year, shall be communi- 
cated to the respective governments. Governments shall, however, be at liberty 
to present their requests without being bound by these sub-totals; 

li) Programmes shall be drawn up at the country level by the requesting 
governments, in consultation with the resident representatives or such repre- 
sentatives of TAB as may be specially assigned for the purpose, due regard being 
ee to continuing commitments. Participating organizations shall continue to 

responsible for advising and assisting the appropriate government authorities 
in the technical planning of individual projects. The responsibility for co- 
ordinating consulations between governments and participating organizations 
shall rest with the resident representatives or such representatives of TAB as 
may be specially assigned for the purpose; 

(iii) The country programmes shall be forwarded by requesting Governments, 
with an indication of the priorities established by them, to TAB through 
the resident representatives. TAB shall consider the programmes, draw up t 
over-all Programme for the following root including estimates of administra- 
tive and indirect operational costs, and submit it, with its recommendations, 
to TAC. In drawing up the Programme, TAB shall ensure that the ratio 
between the programmes to be implemented by the different participating or- 
ganizations will make possible the authorization of allocations in accordance with 
sub-paragraph (vi) below; 

(iv) TAC shall review the over-all Programme in the light of its importance for 
economic development; this review should not deal with country allocations or 
with the technical aspects of the Programme or the national development plans 
of the respective governments, but should be concerned with over-all priorities, 
evaluation of the projects and the programme interrelationships. On the basis 
of this review, TAC shall approve the Programme, and its approval shall be & 
prerequisite for any commitment in regard to the implementation of the Pro- 
gramme. The preparation and review of the Programme and all other necessary 
steps shall be carried out in such a way that TAC will be in a position to approve 
the over-all Programme and authorize allocations to the participating organiza- 
tions by 30 November, at the latest; 

(v) Subject to the confirmation of the General Assembly, TAC shall authorize 
the allocation of funds to each of the participating organizations in proportion to 
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their share in the approved over-all Programme, subject to paragraph (vi) below. 
These funds shall be drawn from the net financial resources, after setting aside the 
expenses of the TAB secretariat, the Reserve and Working Capital Fund, and a 
sum amounting to 5 per cent of the estimated resources for the financial year, 
which shall be allocated by the Executive Chairman of TAB to meet any urgent 
needs which may arise during the implementation of the annual Programme; 

(vi) In order to avoid substantial fluctuations in the total amounts entrusted 
to each participating organization from year to year, the amount allocated to each 
of them for the coming year shall not be less than $5 percent of the amount allo- 
cated to them under the current year’s Programme, except that, if the estimated 
net financial resources for the ensuing year fall below the total allocations made 
during the current year, the amount allocated to each participating organization 
shall not be less than 85 per cent of its proportion of the allocations for the current 
year; 

(vii) Any extraordinary requests submitted by a government for modification 
of the programme, received subsequent to TAC approval of the annual Pro- 

amme, may be approved by TAB and reported to TAC at its next meeting. 

hould it not be possible to effect necessary increases and decreases within the 
rogramme of the country concerned, the funds available for allocation by the 
Executive Chairman under paragraph (v) may be used for this purpose; 

(c) TAC shall continue to be under the authority of the Economic and Social 
Council, and its decisions subject to general policy review by the Council; 

(d) The appropriate organs of the participating organizations are requested 
to continue to review the technical aspects of the programmes for which they 
assume responsibility, in the same way, in so far as possible, as they examine their 
regular programmes; 

2. Decides that Council resolution 222 (IX), as revised by Council resolution 
433 (XIV), is hereby amended to the extent necessary to give effect to the recom- 
mendations approved in the present resolution; 

3. Invites the General Assembly to give its approval at an early date during 
its ninth session to the financial arrangements adopted by the present resolution. 


III 
FINANCIAL ARRANGEMENTS FOR 1955 


The Economic and Social Council: 

Having considered the report of the Technical Assistance Committee on the 
Expanded Programme of Technical Assistance, together with the sixth report 
of the Technical Assistance Board and the sixteenth report of the Administrative 
Committee on Co-ordination, 

Considering that the Expanded Programme of Technical Assistance is one of 
the great constructive endeavours in international economic co-operation, 

Reaffirming its faith in the Expanded Programme as a vital force in promoting 
the economic development of the less-developed countries and strengthening the 
foundations of a peaceful world, 

1. Urges States participating in the Expanded Programme to continue to give 
their support to the Programme, financially and otherwise, on an expanding basis; 

2. Requests that, in order to facilitate the advance-planning, on an assured basis, 
of the Programme for 1955, the United Nations Negotiating Committee for Extra- 
Budgetary Funds, appointed under General Assembly resolution 759 (VIII), 
undertake negotiations with governments regarding their pledges to the Special 
Account for 1955 as soon as possible after the close of the eighteenth session of the 
Council, and that the fifth Technical Assistance Conference be held as early as 
possible during the ninth session of the General Assembly; 

3. Decides that funds should be made available for projects in the field of interest 
of the Worla Meteorological Organization and the International Telecommuni- 
cation Union by the United Nations Technical Assistance Administration out of 
its share of the Special Account, in accordance with arrangements to be made 
between WMO, ITU and the United Nations Technical Assistance Adminis- 
tration in this respect; should the funds required be in excess of those so assigned 
in 1954, the necessary additional funds should be provided from the funds avail- 
able for the Expanded Programme as a whole; 

4. Recommends to the General Assembly that the financial arrangements for 
the year 1954, as laid down in Council resolution 492 C II (XVI), be continued for 
the year 1955, without prejudice to the decision of the Council on the revised 
financial arrangements to be implemented as from 1 January 1955 in relation to 
the Programme in 1956 and subsequent years. 
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IV. Organization of American States Resolution 


34. RESOLUTION ON PROGRAM OF TECHNICAL COOPERATION OF 
THE ORGANIZATION OF AMERICAN STATES (AS AMENDED) 


Approved by First Extraordinary Meeting of the Inter-American Economic and 
Social Council, Washington, D. C., April 10, 1950; Amended by Resolutions 29 
and 30 of the Second Extraordinary Meeting of I-A ECOSOC, Panama, 
August 28, 1951 


THE INTER-AMERICAN ECONOMIC AND SOCIAL COUNCIL 


Considering: 

That cooperation for the application of technical knowledge and skills is being 
practiced in the community of American States, both through their international 
system and through direct relations among members of their community; 

That the Pan American Union and the inter-American specialized agencies 
have provided such technical services to Governments for some time; 

That the timely suggestion of His Excellency the President of the United 
States of America, relative to an expanded program of technical assistance, 
expresses a desire that is shared by all American countries; 

That in accordance with the Charter of the Organization of American States, 
the Council has the responsibility for promoting and carrying on such a program 
in the American Republics; 

That it is desirable that such a program be developed, carried out, and coordi- 
nated by the said Council through the Pan American Union and the inter-Ameri- 
can specialized agencies; 

That a program of this character should be carried out through a cooperative 
effort to which all Member Countries should contribute with technical and 
economic resources; 

That in order to implement this program,. principles must be formulated to 
serve as a guide for the Member States and the cooperating agencies in its execu- 
tion: 


Resolves: 

1. To sponsor a program of technical cooperation for the economic develop- 
ment of Member Countries, through the Pan American Union and those inter- 
American specialized agencies and American organizations of recognized inter- 
national standing which may be able to contribute effectively to the execution of 
a en of this nature; 

2. The activities of this program should be conducted in accordance with the 
following Statement of Principles: 


GENERAL PRINCIPLES 
Purpose of the Program 


I. The purpose of the Program of Technical Cooperation is that through it, 
Member States may cooperate in the development of their economies, in order to 
improve the standard of living and to promote the social welfare of their peoples, 
in the broadest spirit of common benefit. 


Nature of the Program 


II. The aforementioned purpose should be accomplished by examination and 
implementation of that Program through the Council, within the principles of the 
Charter of the Organization of American States and in accordance with the regu- 
lations of the cooperating agencies, and by improving and expanding the technical 
possibilities of those agencies on the basis of the spirit of cooperation and solidarity 
which characterizes the inter-American system. 

III. The activities carried out by cooperating agencies should be in accordance 
with the nature and purposes of such agencies and should constitute essentially an 
expansion or development of the cooperating agencies’ regular activities. Such 
activities should be coordinated among themselves and with similar activities 
carried on by the Governments of Member States on the one hand and by the 
United Nations and its specialized agencies on the other hand. 

IV.. The technical assistance rendered by inter-American agencies cooperating 
in this program should: 

(a) Contribute to the economic development of the interested Member 
Country or Countries or promote activities that will make this development 
possible; 
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(b) Have as its purpose to provide training, instruction, and technical 
advice in such way as to permit the earliest and broadest application of the 
acquired knowledge and techniques to the economic development of the 
Member States; 

(ec) Contribute, in all cases deemed possible by the interested parties, to 
the earliest and most extensive preparation, improvement, or increase of 
technical groups and research institutions in each country. 


TECHNICAL COOPERATION PROJECTS 
Selection of Projects 


V. In developing projects for inclusion in the Program, cooperating agencies 
should take into consideration the views expressed in this respect by the Govern- 
ments of Member States; study whether the proposed assistance is authorized 
under their respective statutes; and determine whether the agency has, or can 
provide, the technical resources needed, and whether such assistance can be pro- 
vided in accordance with the principles adopted. 

VI. Projects selected for inclusion in the Program should contribute directly or 
indirectly to the solution of problems of general interest, to increased productivity, 
and to the conservation of natural and human resources, and their implementation 
should ensure a broad and equitable distribution of the benefits obtained there- 
from. Projects designed to improve the standard of living of the population, 
especially nutrition, and those tending to assist the Governments of Member 
States to improve the health, housing, education, and social conditions of their 
populations, should be considered of fundamental importance In initiating a 
project, account should be taken of the social effects of the impact of the antici- 
pated economic or technical development on the peoples concerned, and the most 
advisable methods of meeting the consequent social problems should be studied. 
Priority of Projects 

VII. In selecting projects, an order of priority should be established, based 
upon proposals received and taking into account principally the following factors: 

(a) Whether the project in its general aspects is of common benefit to the 
American States; 

(b) The number of Governments expressing interest in it; 

(c) Whether it is a necessary factor in other stages of economic develop- 
ment; 

(d) The effect which it will have on the level of productivity; 

(e) Whether the Governments have the means and resources, including 
financing, that will permit them to undertake or further the anticipated 
technical or economic development, so as to ensure that the service will be 
of real benefit; 

(f) The ease with which a project can be integrated with the normal pro- 
gram of the agency providing the technical assistance; 

(g) The experience of the agency providing the technical assistance in the 
respective field. 

VIII. In establishing an order of priority for projects, full account should be 
taken of the need of certain States for specific services of basic urgency to their 
economic development. 

ECONOMY OF EFFORT 


IX. Cooperating agencies should take such steps as are necessary to make the 
fullest use of existing facilities and resources. 

X. Each cooperating agency should so develop its projects as to confine them 
to those fields in which it has clear competence and satisfactory experience. 


COORDINATION FOR PREPARATION AND EXECUTION OF THE PROGRAM 


Preparation of the Program 


XI. Cooperating agencies should work together for the purpose of preparing 
and developing the Program, which should so result from the cooperation among 
them as to make it possible later to entrust execution of the projects, in whole or 
in part, to the agency or agencies that are best equipped by virtue of their experi- 
ence and technical resources. 

XII. In prepariag the Program cooperating agencies should request the cooper- 
ation of the Governments of Member States and of the United Nations and its 
specialized agencies, taking into account the programs of technical assistance 
which those organizations have planned or are carrying out. 
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XIII. The Secretary General of the Organization of American States may be 
authorized to undertake such technical assistance activities as are not the responsi- 
bility of any of the cooperating agencies. 

XIV. In order to achieve uniformity and to facilitate their coordination, proj- 
ects should be classified first according to their purposes and second, according 
to the means that are to be used in achieving those purposes. 


Execution of the Program 


XV. To facilitate the provision of technical assistance to Member Countries, 
the agencies cooperating in the Program should assist each other and cooperate 
with other organizations engaged in similar activities. Among other things, such 
cooperation might include the following points: 

(a) Supplying technical personnel, materials, services, and funds; 

(b) Participation in joint training programs; 

(c) Extending to Member States the facilities for technical assistance 
which cooperating agencies already have available; 

(d) Exchanging or supplying data and information to facilitate develop- 
ment of the Program. 

XVI. Direction of the execution of each project should devolve upon the 
agency whose field of activity covers the major part of the work contemplated. 


STANDARDS FOR EXECUTION OF THE PROJECTS AND FOR PERSONNEL 


XVII. Cooperating agencies should carry out technical assistance activities in 
a Member Country only after reaching full agreement with the Government 
concerned with the duties of each of the parties being clearly defined. 

XVIII. The technica] assistance provided to Member Countries should take 
into consideration their economic, social, and cultural characteristics. 

XIX. No project should be started, even though funds are available for it, 
until the agency charged with carrying it out has determined the necessary 
preliminary arrangements, in agreement with the Governments of the Member 
States concerned, with respect to the training of the necessary technical personnel 
and the acquisition of the equipment or supplies required for the project. 

XX. Technical assistance activities should be conducted at all times on the 
highest professional level and with complete objectivity. 

XXI. Technical experts used by the agencies that cooperate with the Govern- 
ments of Member States should be the most able that can be obtained in each 
field and within the resources of the respective agency. In addition to their 
technical ability, they should have an understanding of the traditions and culture 
of the countries to which they are assigned and they should be capable of adopting 
their techniques to situations as they actually exist in such countries. 

XXII. The personnel on duty in Member Countries should limit their activities 
under the Program specifically to the project in question and should not avail 
themselves of their mission to engage in political or commercial activities or 
others incompatible with their task. 

XXIII. Governments should cooperate in the selection of the qualified tech- 
nical personnel needed by cooperating agencies and should make available to 
them the services of national technical experts who can contribute to the success 
of the Program. 

XXIV. Whenever possible, cooperating agencies should provide mixed mem- 
bership in the technical groups carrying out a project in a given region or country, 
and should give predominance to the experts of the nation or nations in which 
the project is being carried out. 

XV. Whenever possible, cooperating agencies should pool their efforts in the 
selection and orientation of the technical experts needed in the Program. They 
should likewise request technical schools, foundations, research institutions and 
other agencies for the temporary services of their technicians. 

XXVI. Whenever desirable, arrangements should be made with the United 
Nations and its specialized agencies to exchange and make technical personnel 
available and to combine personnel training and recruitment activities. 


PARTICIPATION OF THE GOVERNMENTS 


XXVII. Governments of Member States should take charge of preliminary 
work Ay order to determine and define the nature of the technical assistance 
needed. 

XXVIII. In those cases where cooperating agencies undertake long range 
technical assistance projects in Member Countries, the agreements between such 
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agencies and the respective Governments should establish that the latter, without 
prejudice to their initial participation, will gradually assume complete direction, 
administration, execution, and financing of such projects. For this purpose, 
national technicians should participate in the direction and administration of the 
projects. 

XXIX. Governments of Member States should make available to cooperating 
agencies providing them with technical assistance all information necessary for 
the success of their activities; they should likewise facilitate the necessary con- 
tacts with non-governmental sources of information, 

XXX. Governments of Member States in which technical assistance is being 
carried out should coordinate their own activities related to the technical assist- 
ance provided by cooperating agencies, in such manner that the resources of such 
agencies may be utilized effectively and efficiently in the stimulation of processes 
that will result in the economic development of the respective countries. 

XXXI. To obtain full benefit of the technical assistance received, Governments 
of Member States should act quickly, using all the resources available for the 
purpose, to develop national programs deemed necessary to spur their economic 
development. It is understood that where substantial, sustained effort is required 
for carrying out certain phases of economic development, Governments will give 
due attention to the necessary legislation, administrative arrangements, and 
financial requirements of such developments. 


Contributions 


XXXII. The Governments of all Member States should contribute to the 
special account required to finance the Program of Technical Cooperation, their 
contributions to be used for the common benefit of Member States without 
regard to the direct benefit that any one State might receive. Contributions to 
the special account should be made in harmony with the international nature of 
the Program and with its underlying concept that States, using their available 
economic and technical resources, should extend technical assistance to less 
developed nations. 

XXXIIT. In addition to their contributions to the special account, Govern- 
ments of Member States receiving direct technical assistance should normally 
assume responsibility for as large a part of the cost as possible and should at 
least meet those expenditures that can be paid in their respective currencies. 


Publicity and Reports 


XXXIV. Governments of Member States should freely make available infor- 
mation on the results achieved by the technical assistance carried out in their 
respective countries by cooperating agencies. 

XXV. The Government of a Member State which requests or receives 
technical assistance from any source should report thereon to the Council in 
order that cooperating agencies may take this into account on studying proposals 
and preparing projects. 

3. To constitute, subordinate to the Council itself, a Coordinating Committee 
on Technical Assistance, under the chairmanship of the Secretary General of the 
Organization of American States and composed of a representative of the Pan 
American Union and of the highest ranking official, or his representative, of 
each of the cooperating agencies. 

: po duties of the Coordinating Committee on Technical Assistance shall be 
as follows: 

(a) To examine proposals for technical assistance and to prepare an 
annual program in accordance with the foregoing Statement of Principles. 
That program should consist of detailed projects, including itemized esti- 
mated costs. The Council will decide upon the date for submitting the 
program and upon the manner of processing of the proposals; 

(b) To adopt the measures necessary to carry out the Program of Tech- 
nical Cooperation approved by the Council, determining which of the proj- 
ects of the said Program shall have preference within the general order of 
priorities established by the Council for execution of the Program; 

(c) To allocate funds to cooperating agencies from the special account 
that may be established for that purpose in order that these agencies may 

carry out the projects included in the Program; 

(dy To report to the Council at appropriate intervals on the technical 
assistance activities developed under the Program, in order that the Council 
may be currently informed; 

(e) To submit to the decision of the Council any question which it (the 
Committee) is unable to resolve; 
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(f) To establish close liaison with the Governments of Member States 
and with the United Nations and its agencies providing technical assistance 
services, so that proposed projects may be considered and examined in the 
light of information received and so that the aforesaid Governments and 
organizations may be kept informed of the activities of cooperating agencies. 
In establishing liaison with the United Nations, the possibility should be 
considered of inviting the Technical Assistance Board of the United Nations 
to be represented at its meeting by an observer and of seeking reciprocal 
representation at the meetings of that Board; 

(g) To act as a clearing house of information on all technical assistance 
services provided by the Governments of Member States, so that this infor- 
mation may be made available to cooperating agencies, to Governments, 
and to other authorized sources. For this purpose, cooperating agencies 
should regularly report to the Committee on their activities, including pro- 
posals for technical assistance received and action taken thereon; 

(h) To facilitate the preparation and execution of technical assistance 
projects carried out jointly or cooperatively between cooperating agencies 
and between such agencies, the Governments of Member States, and agencies 
of the United Nations. For this purpose the Committee should facilitate 
the exchange of information required and assist in administrative, financial, 
and personnel arrangements. 

(i) In those cases in which the proposal for technical assistance does not 
fall within the Statement of Principles or within the technical assistance 
activities of any of the cooperating agencies, the Committee, if possible, should 
recommend to the interested Governments the appropriate agency for pro- 
viding the assistance; 

(j) To take into account the suggestions of labor and management asso- 
ciations, as well as those of other unofficial agencies with which agreements 
may have been made under Article 14 of the Statutes of the Council. 

5. To request the Secretary General to appoint, as a part of the staff of the 
Pan American Union, an Executive Secretary and the necessary technical per- 
sonnel to serve as Secretariat of the Coordinating Committee on Technical 
Assistance. 

6. The Council reserves to itself full authority over the Program of Technical 
Cooperation and will normally exercise the following functions: 

- (a) To consider and decide upon the program proposed by the Committee, 
taking into consideration the contributions which may be made by the 
Governments to the special account in accordance with the Statement of 
Principles; 

(b) To decide upon the interpretation of this Resolution when requested 
to do so by Governments of Member States or by the Committee; 

(c) To receive, study, and act on reports of technical assistance submitted 
by the Committee and to transmit them to the Governments; 

(d) To consider and make recommendations concerning the methods of 
cooperation and collaboration between Governments of Member States 
and cooperating agencies, and between the latter and the agencies of the 
United Nations; 

(e) To set annually a date on which the Council will meet at its permanent 
headquarters to receive the offers of contribution of the Member Governments 
to the Special Account for Technical Assistance.! 

7. To request the Secretary General of the Organization of American States 
to set up a special account for the purpose of financing the Program of Technical 
Cooperation. Contributions of the Governments of Member States will be 
credited to that account, and allocations will be made from it to cooperating 
agencies for carrying out the Program and for meeting the administrative expenses 
connected therewith. 

The following financial arrangements should obtain with respect to the ad- 
ministration of this special account: 

(a) Contributions to the Program of Technical Cooperation will be made 
on the basis of monetary credits, of which as large a part as possible should 
be in convertible currency and the rest in national currency of the participat- 
ing country. Governments will make their contributions subject to the 
provisions in which the Chairman of the Committee, after consultation with 
the Committee, may agree with the participating Governments. It is 
understood that contributions shall not be subject to restrictions as to their 


1 Sub-paragraph (e) inserted by Amendment contained in Resolution of Second Extraordinary Meeting 
of I-A ECOSOC, Panama, August 28, 1951 (ES-RES 29/51). 
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use by any cooperating agency, or in any specific country, or for any specific 
project. On drawing against the credits in local currency which a Govern- 
ment may have in the special account, the Committee and the cooperating 
agencies will consult with the interested Government and take into account, 
in the country in question, the services and supplies which could be obtained 
in that country and which in the opinion of the Committee could be used 
under the Program. With respect to any local currency balances that cannot 
be usefully employed in the Soden the Committee will consult with the 
respective Governments regarding their conversion to other currencies that 
can be utilized. If, on the basis of an agreement between the Committee 
and the Government of a Member State, the Government pledges itself to 
supply, as part of its contribution, materials and services for the common 
benefit under the Program, such contribution will be evaluated in monetary 
terms by the Committee, in consultation with the Government concerned, 
and the Committee will credit the Government with such contribution in the 
special account; 

(b) Subject to the approval of the Council of the Organization of American 
States, the Council, if asked to do so by the Committee, may request the 
Pan American Union to advance funds, from unobligated funds in its pos- 
session, to the special account for technical assistance, on account of the 
contributions offered to the special account by the Governments of Member 
States, such funds to be reimbutsed to the Pan American Union by the Com- 
mittee wapon receipt of the said contributions; ? 

(c) The special account for technical assistance shall be subject to the 
fiscal regulations of the Pan American Union, in so far as possible, and under 
the control and jurisdiction of the Treasurer ‘of the Pan American Union; 

(d) The Committee will make allocations from the special account to 
cooperating agencies, on the basis of specific projects contained in the Pro- 
gram approved by the Council; 

(e) Each cooperating agency shall use the allocations which it receives only 
for contracting obligations and meeting the expenses resulting from the 
respective project which is part of the program approved by the Council and 
authorized by the Committee; 

(f) After consultation with any cooperating agency, the Committee may 
accept and credit to the special account unobligated allocations not utilized 
in the execution of a specific project; 

(g) Only on direct authorization of the Committee may the Treasurer of 
the Pan American Union withdraw funds for use in carrying out projects 
approved by the Council; 

(h) The Secretary General of the Organization of American States should 
make the necessary arrangements for an annual audit of the accounts of this 
Program. 

8. To recommend that cooperating agencies take appropriate steps: 

(9) To adhere to the Statement of Principles as contained in Point 2 of 
this Resolution; 

(b) To cooperate fully in the Program of Technical Cooperation; 

(c) To receive the sums allocated to them or other contributions from the 
special account mentioned in Point 7 of this Resolution, and to submit to the 
audit of accounts provided for in paragraph (h) of Point 7; 

(d) To use such sums and contributions in conformity with the specifica- 
tions of approved projects and the provisions of this Resolution, to exercise 
the necessary control, and to account for the use of the aforementioned funds; 

(e) To cooperate with the Committee for the benefit of the Program and 
to keep the Committee informed on their technical assistance activities, 
including those financed from the special account. 


2? Amended by Resolution of Second Extraordinary Meeting of I-A ECOSOO, Panama, August 28, 1951 
(ES-RES. —_— ar. 2). Amendment renee from beginning of par. 7 (b) the words “During the first year 
and’’, and capitalized word ‘“‘Subject”’ 








APPENDIX B 


TABLES 


I, UNITED STATES TECHNICAL EXCHANGE AND TECHNICAL 
COOPERATION PROGRAMS '! 


TaBLE 1.—Europe: Obligations by cost component, cumulative, Apr. 8, 1948—June 


30, 1958 
[Thousands of dollars] 
Type of exchange 
Miscel- 
United 
Recipient country Foreign | United | United | States | Sprrtces | taneous 
Grand soaian States | States | Govern- | Dational on oe 
total clans | .tech- |technical| ment | ‘Oroani- | ‘and om 
nicians | materials| technical] 20f; A 
services ons | erating 
costs 
Wan LS $46, 715.7 |$21, 520.6 | $5, 229.2 | $6, 855.3 | $1, 724.4 | $1,000.0 | $10, 386.2 
iii st ini eternal 1, 386. 5 853. 7 121.4 307.4 BP Bincdeciin 100. 9 
Belgium-Luxembourg..----.--- 972.8 402. 1 279.3 156. 5 Be Mincrdnstnetite 122.9 
SD atvctibcwacdncoccacce 1, 356. 4 646 3 40.4 STE Tn cwnlh >pauiabenmeenet 74.3 
MR oot bo ocean 7.8) 3,677.9 376.3 210.6 OO FT ed dcccicks 377.9 
Germany (Federal Republic).-.| 1, 563.7 882. 6 492.0 OT Lictdsccmkbnwwisende 93. 4 
a naan siete 5. 8 44.5 35.0 Bd Eseacsacantinbthhoodgaa 25.2 
MII A oiSs ss cc ntaceesenne 346. 5 168. 9 135.7 ; | Ae, 40.4 
BEE Sho st abilé bnipaidenioed 2, 736. 2 767.3 | 1,374.7 398. 2 GRO Let. AS 176.1 
pS EEE ET 1,419.1 1, 032.1 36. BOD Bis csinddieereqsks 83.8 
at esis tsipentl 1, 768. 8 893. 6 127.4 Dd Aantintneas sides eandues 74.1 
sd a ER 1, 102.5 134. 6 es nels tl ou adeniel 29.9 
Uh di. sia ti 106. 4 101.1 Be A cstisbadh Wisse scbecleethbdebedbbsoscccns 
I Bichtet sd tian bichtinwdeinocentat ND Cintintditindcpions DODD Bonde eeeieb ces) badd daitidibccdsace 
United Kingdom............... 6, 283.3 | 2,930.3 CELE 1 BOO Bh decvancectelnebdsowiaia 151.1 
WT en cob neces 747.8 610.7 118.0 OS gabe | J PE, 9.0 
Bib ildisecb Busi etceeiid 9,330.6 | 2,593.7 447.0 | 1,242.9] 1,470.0{ 1,000.0 2, 577.0 
oO OO EEE MD Lindnedesdllcincedddachbboestodmiscarceunseleqdbhiadbe 6, 048. 5 
a in ee 2,964.0 | 2,864.0 |......---. TD 1. cinecaidlonmpneentivuipabes 
U. 8. Government agencies_.._. 2,491.6 | 2,377.4 10.3 35.2 SE i eadebichanuenadardin 
Private contractors__........... 1,034.1 GOES Rice ccceus OR ce bideccuas 401.6 
i. Ta ar eee 13.5 13.5 





1 Tables furnished by the Foreign Operations Administration, October 1954. 
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TaBLE 2.—Europe: Obligations, by field of activity, for fiscal year 1958 
[Thousands of dollars] 





Field of activity 








Miscel- 

Recipient country flelds of 

ecipient coi elds o: 

Grand | dustry) 4 gricul- activi- 
total ture bution jties and 
labor perat- 
muni- g ins 
cation costs 

Wiis c~sschacsenseall 1 $14, 660.5 | $4,991.3 ; $157.0 | $128.3 | $22.1 |$7, 143.4 

he ck tins annie vininn ot 446.6 215.4 iD Beh aidththe ‘ ; ; 97.2 

Belgium-Luxembourg. ..---- 357. 5 64.5) 429] 145.2] —.6].......-. 108, 9 

geet ce accent tnadeccau 213.9 32. 2 47.9 

ea a Ra ain alia 1, 290. 5 809. 0 224.6 
Germany (Federal Repub- 

tri. one anescd bee aiiianad 193. 5 $6.3) 2 98.5 ha nnaacs 1 78.6 

Di dénccaccascthstceseat 65.8 44.31 6 0: 98 bcceame- =. | Ge tecustens 22. 1 

CR deccccacecsteckecasde —967.9 | ~—552.7 | ~-136.7 |.--...-- -. 19.9 

DEE. -<cicossutddcsent a 715.3 455. 2 31. 56. 5 

DUGENUNIMED... ..cadeno cee : 282. 3 140. 4 EE Lescweewe 33.6 

i ccdccacccobine. bcced 402. 2 SED 1 0 ME Feesenann 4. 69. 5 

penelope sd 295. 4 65.5 1. 22.5 

MS sac cdcccsobdbahaesad —27.9 wo BeS | BE Lccecaep]et-e- eee} cD cs —15&1 

Trieste. __..-. chadénndes dhehwecedukies avn aaaen ine bad 

United Kingdom. Se iee st ted 968. 8 711.6 95.3 

RE coc nccclkvccecedud 615.8 221.3; 22082 )]........| 980.04. 97.4 ]........ 9.0 
Operating and eee 

coats ( PW Fudscnccsesos S 400.0'1......<- 3, 460; 0 

COU a ace ch ice 2, 770.9 337.7 2, 603, 7 

Multicountry.-.-.....-...-.- Foaeec® | MAING. 6 bina abcde BG be clepen aces lccnccundieucs caddies 

U. 8. Government agencies... 1, 024.7 REP Tee eer eee ee FP eee 4,0 

Private contractors... -..-- 763. 1 Stee CEO Bib ad hid dekocccinhschakecetuanikenan 305. 1 

SE Si abe ee ccstkanssmaned 13.5 PED Lacon acsicih dnatactindhaddsediidibaunigihtinai anak ands 


1 Includes —$20,500 for the tourism program transferred to De - rtment of Commerce July 1952; excludes 
$7.6 million equivalent of local currency counterpart funds not charged to appropriations. 


Notr.—The above data are based on net activity beginning with July 1, 1952, computed by subtraction 
of cumulative data as of June 30, 1952, from cumulative data as of June 30, 1953. ‘The country totals include 
deobligations, mission operating expenses, and MDAP funds obligated for technical assistance. Local 
currency counterpart funds are not included. 


72888—57——-11 
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TaBLE 3.—Europe: Obligations by cost component, fiscal year 1954 
[Thousands of dollars] 





Type of exchange 












i Miscel- 
United 
United States Services | laneous 











Recipient country of inter- | t 
se - | types of 
Total nee Poo national exchange 
’ organi- | and op- 
materials ve zations | erating 
cos 

eth ce cccanscwcssssssel $13, 382. 8 306. 7 $863.6 | —$1, 595.5 | —$351.0 | $6, 903.3 

pe 218.8 —42.6 26.8 EET inka sawheratdeanebscaece 429, 2 

Belgium-Luxembourg.--_--._- 345.3 247.7 28. 5 9.0 ed 72,1 

Se ncdutdicanakapines 336. 9 246. 4 26.0 TC Tabonesth we teers 73.3 

I idee SEE 935. 0 433. 2 154. 2 33. 2 =i ten sost es 410.0 

Germany (Federal Republic) -- 833. 8 ; 90. 1 MD 1b5ecodbwaslstesceneen 370, 7 

i ncdetteccsehsssone 108. 9 5 2.8 EE habs cere = teas tes 63, 7 

TT eee on —4.8 a anemones Se fee ccse cn eee tas 

din eihndiceéehodgteat 1, 303. 4 27.9 —311.1 00:6 bsscscscace 641.7 

ON ES RS, ERS Sel 258. 8 169. 9 15.4 Pe tedughuccstalecscascase 77.6 

a donde woah an tpat 286. 8 —47.0 306. 1 MG Totantanaererecensecene 97.4 

Bg dn tencatine cnet 220. 6 . ih ae oot hadvobehbabsisasdcnctaas 217.8 

ale aa ee 616. 0 b Oe ivttatiesemesladbncesnanchcs sdbbie: Ace. 

United Kingdom..._.....__.--. | 66. 2 MW lo gacarnsastceueeects 155.8 

oie Sn pope nset 1, 719.3 30.5 —=§,@ fscoturcss: 99.9 
United States regional organ- 

izations. -.-..-.- ate aie BE Ae ec cndloc set bucashapsgpponcsiodesccnassalatcecedeas 2, 578.3 

Gyre conte Gonww)....) (8, O04 bee. he el hse ccc cate cccsecs 1, 479, 4 

Multicountry -.............-.-. 878. 6 ' Oe mee et OR Uo ae 

Private contractors___.-......- 687. 5 Ce tee noel TO hb a scene c Rae aann Sn 136. 5 

U. 8. Government agencies. __- 324. 5 SID ok thes nse’ . 5 wi: 9 bscacccc<¢ch--sasaad- 

eh ess) no 130. 9 ‘ y 1,302.4 | —1,459.9| —351.0 |-.....-.-- 

Coal-Steel Community... ___- 41.6 1 LE wnddabibbndenslassaccsseloocters ed tt cedtabina 

Treats coset st 17.0 GP kad en cntlapithpbadesloscdubaias fsteutcees oe eases 


Note.—The above data are based on net activity, beginning with July 1, 1953, computed by subtraction 
of cumulative data as of June 30, 1953, from cumulative data as of June 30, 1954. The figures include deobli- 
gations, mission operating expenses, and MDAP funds obligated for technical assistance. Excludes local 
currency counterpart funds, Negative figures occur when the value of all deobligations is greater than the 
value of all obligations. 





| 
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TABLE 4.—Europe: Obligations by field of activity for fiscal year 1954 





[Thousands of dollars] 
Field of activity 
laneous 
Recipient country Industr 
Grand and» | Public over-| activi- 
total laber service seas ities and 
operat- 
ing 
costs 
ALS 1 $13, 382.8 | $3, 500.4 | $1,056. 1 
Rema e nn nf eon. 218.8 | —216.5 —19.3 429. 2 
Belgium-Luxembourg. ..__-. 345. 3 GN Throat ae 74. 2 
PE Bactstccchasesokocts 336. 9 172.7 10.0 73.3 
aes ods daateiini 935. 0 355.9 73.9 410.0 
Germany (Federal Repub- 

BN hd Laci aici ue haa k ieee 833. 8 389. 7 12.4 370.7 
Benge f3C0 S22 Sac sean 108. 9 —15 4.5 63. 7 
dit wtnetnnsatmcmeniee —4.8 HEF 1s ccc ccee) SOO EO tones cco ee. 
Si ddlsnbinniken ene oueiae 1, 303. 4 432.1 82.8 641.7 
Netherlands.-..........- mont 258. 8 145. 6 —1.7 77.6 
PRONE = 603th ~cennn-isors 286. 8 93.7 23.9 157.4 
Sh nilasancdaqunets sede 220. 6 WEST Ms cl eckcos 217.8 
ST lacisitetindascapthdeenlinkeiomnentciovahie 616.0 TA dictates ceeding MUIR Incetckayijestecincisininhdimdeanuabemin its 
TIO no cos ncn eccccvccosanufccncqcngucceihosuennsanhtiaeaEr re sabauaiatenshubivéiasaekenpe ella 
United Kingdom.---......-- 66. 2 —74.7 3.0 155. 8 
po 1, 719.3 507.3 810. 9 99.9 
United States regional or- 

Wemtenees...i............. Me IOs Bhan didi an ihe a ne los cosinalacnannanteseeente 2, 578.3 
Operating and miscellaneous 

costs (FOA-W)-_.--...---- 1,470.4 | W552 ccc0ex|pesccs cass fiiseesssfociniodtucevcesvheawecuss 1, 479.4 
Multicountry --.......--.--- 878. 6 DED Bias ciinks 4.0 
Private contractors. _-----..-- 687. 5 Cee n i. c 575. 5 
U. 8. Government agencies_- 324. 5 160. 8 34. 2 i . CO Tu. t eee 
Ge os otd as meee eseeuade 130. 9 —166. 6 21.5 h . 6.0 
Coal-Steel Community - ----- 41.6 Gh. Oh, ance he ah oe dbp ned 2st bsasnsicadbst eo 
TE el ben derek 17.0 17.01. Sb inc fecuge Selig es oucdiutaetussleecoseaueeedele 











1 Includes $1,500 adjustments to the tourism program transferred to Department of Commerce July 1952; 
excludes $2.6 million for purchase of local currency for demonstration projects. 


NotE.—The above data are based on net activity beginning with July 1, 1953, computed by subtraction 
of cumulative data as of June 30, 1953, from cumulative data as of June 30, 1954. The country totals include 
deobligations, mission-operating expenses, and MDAP funds obligated for technical assistance. Local 
currency counterpart funds are not included. 


TaBLeE 5.—Far East: Obligations by cost component, fiscal year 1953 1 


[Thousands of dollars} 
Total Supplies Host country 
Foreign Techni- 
Country United sal and equip- | Other costs2||contributions 
States |*echnicians| cians? ment (estimated)? 
China (Formosa). ..--...--- $2, 247.5 $589. 0 $1, 658. 5 GD -.-..--imnincnnenennnialinnpatniigibiimianiie 
Indochina (Associated 
cadastral 502.6 53.4 449.2 CD ot Ree eesuliasth ce Migctenes 
Nc nance waigyuedenion 9, 263. 7 562. 0 SED | SE be cdaccgnzcgeticcntscdhanesecs 
sadn contin 6, 463. 5 747.0 858. 2 CED Isnnconcksunetbiseadsaen Béine 
EE Ac idovdeccncameete 6 3, 556.0 1, 057.0 1, 407.0 DOOD liccoccpacekiiitsancessnasene 
Ea Goidbneccantess 22, 033. 3 3, 008. 4 GWE 6 | ORR GE. 6 Fn 5. necked eedacocecnscs 


1 All obligation figures represent net activity during fiscal year. 

2 “Other’’ or program operating costs in fiscal year 1953 were absorbed in technician obligation figure. 

8 Host country contributions were not estimated for fiscal year 1953. 

4 Amounts not available separately for China and Indochina. They are included in “Participant’’ and 
“Technician’’ columns. 

5 Supplies used in relation to the technical cooperation program. 

6 As programed in accordance with Congressional Presentation of June 1954. 


Note.—Technicians column includes all contract costs. 
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Tasie 6.—Far East: Obligations by field of activity, fiscal year 1968! 








(Thousands of dollars] 
| | 
Trans- 
General 
| otal | ger | ey | Heel | aa | ow |Pubve| and | 
- ° an uca- admin-| com- er 
Country pare ag culture |™0iN€,) sanita-| tion = istra- [munity] costs 
labor | “on muni- | “on | devel- 
cation opment 
China (Formosa) -.......--- $2, 247.5; $306.3) $112.7) $256.1) $146.8) $954.9] $359.8) $300. 0) 22$189.1 
Indochina (Associated 
eens cuhinansnpe dns 502. 6 46.8) 410.0) 205.8) 419.4 40.5} 107.2 OF. 
po eee ee 9, 263. 7) 4,899.1 503. 3) 2,457. 5} 3,331. 1|41,923.9| 774.7) #402, 2/ 23375.9 
elit et 6, 463. 5; 1,810.5) 816.7) 1,721.1 850. 8) 1,375.6 Bl Ei comanaat 33 228.1 
po SS ee eae |43, 556. 0} 1, 039. 0| 327.0 -—¢ 486. 0) 90.6; 281.0) 850.0/........ 
———_, $< aj] —[ [|_| —— 
TO becca dooce aa eee§ 8, 101. 7 1, 749. 7 5, 213. 5 4, 795. 3 5 1,639.6; 789.5) * 793.1 


1 All obligations figures represent net activity during fiscal year. 

2 Represents credits applicable to prior years operations and unassigned portions of blanket TAA’s. 
3 Net deobligation during fiscal year 1953 applicable to prior years operations. 

4 As programed in accordance with congressional presentation of June 1954. 


TaBLE 7.—Far East: Obligations of cost component, fiscal year 1954 ! 





[Thousands of dollars} 

Total . : Supplies Host country 
Country United ae oe and equip- | Other costs?| contributions 

States ment (estimated)? 

China (Formosa) -..-.-..-_- $4, 263. 8 $753.7 $2, 901. 8 4 $32.0 GUA Motectiecanmanas 

Indochina (Associated 

ee eee 1, 367.3 186.3 407.7 413.0 Le eee 
PRES. «5-2 on no stane- 9, 449.9 1, 333. 3 2, 808. 6 54,140.8 9 OR ar, tense diet 
iti ccna liciunindeataie- vind 5, 516. 8 1, 277.2 534.0 Pee] ibe © Menceccoussacs 
TRI n.t060ns honewesusu< 4, 0 1, 008. 0 1, 806. 0 51,5410 Gee Wasa 
cae 25, 532. 8 4, 558. 5 8, 458.1 8,611.3 IE, Onis nntacnartes 


1 All obligation figures represent net oe during fiscal year. 

3 Represents program supporting costs (including domestic). 

3 Host country contributions were not estimated for fiscal year 1954. 

4 For books, periodicals, publications, audiovisual aids, etc., in relation to the technical cooperation 
program. 

§ Same as ¢ including supplies and equipment for demonstration in relation to the technical cooperation 
program. 


Note.—Technician column includes all contract costs. 
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TABLE 8.—Far East: Obligations by field of activity, fiscal year 1954" 
[Thousands of dollars] 
General 


Indus- porta- 
Health Public}; and 
Total | agri. | ¥> | and |Educa-| 2 |aqmin-| com- | Other 





Country p teeny culture ie. sanita-| tion = istra- |munity| costs 
tion tion | devel- 
labor muni- 
Codieh opment 
China (Formosa) - .-.-.---.-- $4, 263.8) $717. 3)$1, 201.5) $263.0) $457.1) $152.7) $619.9) $780.0) 2$72.3 
Indochina (Associated States) | 1, 367.3 8.2 3 453. 9) 92.0 13.0 146.3 0 2 653.6 
PDs ccvennetdcsmedude 9, 449. 9} 3, 657. 9 196. 8| 1, 473.1) 2,491.3 2.0) 1, 702. 2 39.3) 3464.1 
TE  vsisencremwsnteromocianns 5, 516. 8) 1,491.4) 3 265. 0 257.3) 876.5 794.8) 224.2 0 4137.6 
I la Sil alee 4, 935. 0 505. 0) 643. 0 966. 0 739. 0 89.0 273.0) 1,140.0) 2580.0 
OG, Gi di itd Dslar<2 25, 532. 8 6, 379. 8) 1, 776. 6| 5, 413. 3) 4, 665, 9) 1,051. 5) 2, 965. 6} 1,910. 7| 1,379.4 








1 All obligation figures represent net activity during fiscal year. 

2 Represents undistributed program supporting costs. 

3 Net deobligation pen | fiscal year 1954 applicable to prior years obligations. 

4 Represents credits applicable to prior years operations and undistributed program supporting costs. 


TABLE 9.—Far East: Obligations by cost component, fiscal year 1966 ! 





(Thousands of dollars} 
Total Supplies Host country 
5 Foreign Techni- 
Country United af ; and equip- | Other costs ||contributions 
States technicians} cians? ment (estimated) 
China (Formosa) - .-.-------- $3, 425 $690 $2, 020 OPES fo cesceinedan $2, 501 
Indochina (Associated 
WORGSS) i, ok 225 bcd~-,. cessed 3, 515 170 1, 485 LBBB hecwaneaument 2, 000 
Philippines............-...- 7, 630 1,079 2, 668 $000} 2880. cas 26, 749 
TAME si 5 sastiscncwcosst | 5, 000 1,015 1, 580 Wy Oe Weta cconeveod 13, 100 
SUG 3c. cae set 4, 000 1,045 2, 020 Cae Te asctcawewes 5, 185 
in atitntceeuinduaiecial 23, 570 3, 999 9, 773 I Sino aikiineneds 49, 535 


! This table is based on program values in accordance with congressional presentation of June 1954. 
* Technician column includes all contract costs. It also contains program support costs (including do- 
mestic), which were not available separately. 


TABLE 10.—Far East: Obligation by field of activity, fiscal year 1955 ' 


[Thousands of dollars] 







































































| | | | 
| Trans- 
General 
Indus- porta- 
Pores Total | agri. | ts) |Nand |Rauca-| #00 |aamin-| com- | Other 
—w States | Culture |" @*"| sanita-| tion | (om. | istra- |munity| costs 
, tion | tion | devel- 
labor | muni- onment 
Wee | cation Pp 
_ | | 
China (Formosa) - \s3, 425.0) $545.0) $125. 0| $250. ol $870. 0) 75.0) $560.0)$1, 000.0). _- 
Indochina Cssociated | | 
States) -. 3,515.0} 720.0} 105.0) 1,560.0] 330.0 Se a de 
Phili pines. evccuesnecs! GE ane 1, 060. 0) 2, 115.0) 2G GIA.@ 1,603.6 ........i....... 
iia ee aciniie ----| 5,000.0} 930.0) 335. 0} 1,325. 0} 905.0; 840.0! 415.0 "250.0 a sschahiinds 
a fon decceccniekas | 4,000. 0} 985. 0) 590.0} 410.0) 285.0) 100. 0} 360.0} 1, 270.0 
a areca enema 
Beidiasenéudiweusue 23, 570.0) 4, 960. 0) 2, 215. " 5, 660. 9 3, 370.0! 1, 625. 0} 3, 20.0 ane ‘ 
| 


1 This table is based on program values in accordance with congressional presentation of June 1954. 
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TaBLE 11.—Latin America: Obligations by cost components, fiscal year 1953} 


[Thousands of dollars] 


United States contributions 


United 





Country 
Total 

eee $1, 287.3 
SE 650. 5 sduudldindncbataved 2, 967.1 
 ieingcidaceuenasiedeans 1, 180. 2 
DRT. < costae S Sct lose 869. 5 
i lal 734. 2 
SRE 202. 3 
Dominican Republic----.--.--- 268. 0 
RET er te eee 1,045.8 
Se acc cchankuces 628. 1 
Oe 205.9 
RE oe Abbe 6 cud SEL SEURm oe 545. 2 
oe 629. 2 
| OE ee Bl ete 625. 4 
eine ess 572. 1 
lettin ataitine bnbahien 657. 1 
OP hihsien oon ows cn tied 1,031.2 
(NE ee eee ee Sees Pee 1, 624.0 
OS ae 132.2 
ee. onan daenes 99.9 
Dependent territories. ......... 36.3 
circticcevnntannend base 1, 002. 7 
PES a ninninneininawidiall4 16, 343.7 

Domestic program costs (un- 
0 eae 610.1 
Debts enwwerwsenwienes< | 16, 953.8 


Foreign | States | United pee 
tech- jemployed| States to cs 
nicians | techni- | contracts) 010; nore 
cians e 
$144.8 SE tewacwonecs $557. 5 
428.3 1, 207.3 4 770.0 
164.7 338. 5 rn 620.0 
68.8 7.6 12.9 220. 2 
42.2 878.3 \ju..-..--.. 225.0 
41.6 BR Odes cusctecnbetusiied 
32. 5 RIB MT in- skcenke 100.0 
65.2 ea ree 333. 0 
69.1 DAW Tadeeswse 158. 4 
bec cosas | eee aad 
71.7 Beets.) ..sdss 190. 7 
54.9 199. 5 310.0 
139. 2 298. 4 bea 125.0 
61.6 BE Bo io icicrer nae 160.0 
82. 6 307.0 8.5 135.0 
94.0 6.6 1... -daseet. 342.0 
126. 2 564.8 7.0 775.0 
95.9 Dee |--.astascn — 50.0 
.8 he £1) ceatcaed 25.0 
1.8 32.0 5 = 
bifid on weds 625. 0 65.0 | 5.0 
| 1,785.9 | 7,146.8 296.8 | 5,001.8 
Oe she oS oe 8 e's aon 
| 





1 For fiscal year ending June 30, 1953, as reported on Mar. 9, 1954; M/CONT/BUD/. 
not inelude field administrative costs paid through the corporation; the IIAA; but includes for compara- 
tive purposes transfer charges to cover domestic program costs and programs in the dependent overseas 


territories. 





Cash and 
kind host 
country 
contri- 
butions 
a 
mate 
Other || United 
: States 
dollar 
equiva- 
lent) 
$122. 6 $1, 838.0 
358. 1 13, 620.0 
57.0 2, 815.3 
230.0 8, 115.8 
93.7 1, 062. 0 
21.5 100.0 
21.6 148. 6 
77.2 2, 690. 4 
89.7 1, 134.2 
66. 6 612.0 
70. 6 895. 4 
64.8 1, 985.8 
62.8 702.0 
61.1 976.0 
124.0 || 1,552.8 
109.6 || 1,008.0 
151.0 2, 347.2 
6.1 518.0 
14.2 1, 270.8 
2.5 6.3 
9007-8} en sick 





This tabulation does 


2 Includes only grants made to “‘Servicios’’ and matched by host country cash contributions and used 
to finance jointly operated demonstration projects. 


| 
| 
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TABLE 12.—Latin America; Obligations by activity, fiscal year 1953 ' 
[Shows United States contributions only] 


(Thousands of dollars] 





: 
Agricul- | Health Educa- | TTanspor- Industry,| pypjic | Commu- 








ture and mining, nity 
Country Total | ‘natural —— tion — and —— develop- 
resources BS labor ment 
Oe Ss ae $1, 287.3 $495. 6 $353. 5 | $289.2 $43.1 $82. 9 | ) = eee 
OS _ SS eee 2, 96 672.3 652.8 | 182.7 112.4 635. 9 694. 7 $16.3 
0 Se 1, 180. 2 455. 8 399. 1 19.0 2.5 249. 6 Ol 
Ee 869. 5 454. 5 GEE Csbnccond 24.4 39.0 27.2 8.4 
Costa Rica............. 734. 2 469. 9 BORE Ta dccwcdu 27.3 5.5 SHU Bxtconcue 
Oe susdoccceccszes 202. 3 eee 7.3 10.7 S833 4h cenceusce 
Dominican Republic. - 268. 0 54.7 30. 3 1 SD fh wee te 17.5 SND Tic Rineoedaisinitn 
its ge cecscce 1, 045. 8 389. 7 357.6 134. 8 45.4 61.6 25. 4 31.3 
E] Salvador. .......... 628. 1 185. 6 246. 1 ae Bh we. 129. 8 96,3 beets 
Guatemala. .-..........-. 205. 9 144.1 NS | Ea Se ee eee eee ee Le 
Bs Cicada ease cscs 545. 2 331. 6 i ) ee ae 15.0 
Honduras. -.__-.- nesses 629. 2 282. 6 136. 9 149. 5 32.1 3.0 
BN. Scttage qecccest 625. 4 64.8 Bee loka vedia 5.1 255. 7 
Nicaragua..........-... 572.1 290. 1 105.0 Ne Bees nec dbe 17.9 
PR ck pe ggqecsess 657.1 203. 4 186.8 | 191.4 37.8 8.5 
a ee 1, 031. 2 474.0 212.8 211.0 13.8 18.0 
Pees backs qegaecsces 1, 624.0 784. 4 346.9 | 334.2 5.0 133. 9 
Uo ee 132. 2 —79.1 3G 6 iaaecs~th eons Sali 37.2 
Venezuela...........-.. hd ee Gy &<..... TID Uetaaseubite 
Dependent territories. - 36. 3 iO a ae yh Sh de kaee cd tebeatiaas 
pS Ee 1, 002. 7 367.9 183.7 17.6 153. 5 134.9 
Subtotal_........ 16, 343.7 | 6,230.8) 4,467.0 |1,861.7 517.5 1, 856. 6 
Domestic program 
DE ctcdsngeastsucts BDO, 8) 1542522225). dn) cock ip deoe<sld bpaetawalhbensescaelss+sasene eee 
J | | | | | a fe 
Total........---- lek don. 01.:.;--:-2 Po PS. | Me | sesaastnxe] oniel. ee 





1 For fiscal year ending June 30, 1953, as reported on Mar. 9, 1954; M/CONT/BUD. This tabulation does 
not include field administrative costs paid through the corporation, ILAA, but includes for comparative 
purposes transfer charges to cover domestic program costs and programs in the dependent overseas terri- 
tories. 
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TaBLE 13.—Latin America: Estimated obligations, based on allotments as of 
June 30, 1954, by cost components, fiscal year 1954 














[Thousands of dollars} 
United States contributions Host 
ontribis 
contribu- 
Contribu- tions cash 
tions to and kind 
Country Foreign | United | ynitea | tive serv. (esti- 
ore: te ve serv- 
Total | tech- = States | ices and, = oan 
nicians cians | CoMtracts ~~ States 
equip- va- 
ment! “fent) 
acca coccsdbcihoons $3, 192.6 $171.9 S681. 8 tc-s60--... $2, 246.0 $243. 2 $3, 651.6 
i cdohabtonnsshdhdtbboos 2, 719. 5 521.6 694.9 $17.0} 1,035.0 451.0 27, 906. 4 
Re Rininedisunebeitrsomin 1, 432. 4 335. 0 BE ecbasaco~t 590. 0 218.8 2, 230.0 
CRIN. (nb B5200~--bdpabbo- oe 1, 421.5 152. 8 327.8 77.5 250. 0 613. 4 2, 320. 0 
CR BE. fo ben ad ~~ nee 857.2 85.1 _ fee 250. 0 268. 1 967.1 
CR Bile ade Sn dGacceesdbabeoos 185. 0 56.7 SME icitonasablaokeninine’ 3.0 360. 0 
Dominican Republic..........- 237.0 39.1 DER le pipeonak 25.0 9.0 104.5 
eth Bie oct dhooces 1, 508.1 143.4 Seis tecGiw woot 404. 5 479.1 775.2 
Be PE sinc sicd ow res dchbonee 612.3 127.1 BEE innthocco> 40.0 88.0 313.0 
GOI. «nn 50 cocks cieh one | BE eee DIE tn hbdacsablacgmanetnd 78.3 673.0 
i nisandeftshitRaccoth dt Mbacoe 1, 035. 0 74.2 =| aera 605. 0 16.1 919.2 
al he Rs cide sabdspurinnmm 1, 087.4 83.2 eh | 653. 1 122.7 2, 030. 5 
tind th Bicosweboscesccse 1, 375.4 353. 4 SE ink sécccknt 175.0 468. 4 1,618.9 
DOMINO. 5.6. 5.4.4---- oem 543.2 79.3 1 165.0 43.7 1, 379.1 
ann ER Se a ie 1, 141.1 101.1 345. 6 124.0 268. 0 302. 4 1, 131.9 
ID di ctinnh ios - i dune ope 1, 249.9 132.3 Ce bnnntiowaeos 593. 2 94.1 2, 314.0 
EE diss wee hacagebhmee 2, 423. 8 167.6 582. 7 19.0 605.0 | 1,049.5 2, 746.9 
Ree tcctinhondamoons 220. 1 81.9 PR den cctucct 50.0 17.0 509. 5 
slit alae | 130.0 10.0 enn ak 25.0 4.0 || 1,030.6 
Dependent territories... ......_- | 1,054.0 58.0 ML ds nacine enh 150.0 750. 0 212.0 
es... Sf ---| 1, 351.4 2.0 841.8 STG 2 ask 452.9 
PaO. 35 cici ce seiee | 23,965.0 | 2,775.7) 6,994.6| 2922) 81298] 5,772.7 
Domestic program costs (un- | 
distributed).............-...- (le a i Riba cons emt Bee! ar Miles, <a abe te: etal 
ect | 24,925.0 |........ reeled bined fnnnaticeaindose<etaliesstsletes 
Less funds released from prior 
year’s programs............-. IE EE didcingoyire dine anaepod |-nennnnaon|onnnn-----|---eeees--Hooeeee-eee 
Ne Sle Gnas onc aneht See 1........... beatin | peste | aire Scnchten pele Eatnased 


1 Includes $51,500 of equipment and supplies purchased by the United States and transferred by grants- 
in-kind for project demonstration purposes: $50,000 for Mexico; $1,500 for Paraguay. All other contribu- 
tions are in the form of grants made to ‘‘Servicios’’ and matched by host country cash contributions, and 
used to finance jointly operated demonstration projects. 








| 
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TaBLE 14.—Latin America: Estimated obligations, based on allotments as of June 
80, 1954, by activity, fiscal year 1954 


[Shows United States contributions only] 










(Thousands of dollars] 
Agricul- _| Industry, 
Total | ture and ey mining, 
natural wer and 
resources po labor 
$3, 192.6 | $2, 519.7 $276. $51.1 $53. 9 
2, 719. 5 717.7 644. 39.6 239. 1 
1, 432. 4 634.7 344. 9.6 386. 0 
1, 421. 5 848.9 298. 19.9 83. 4 
857.2 593. 6 171. 21.7 22.6 
185. 0 Bee OP Bada aden 9.6 41.3 
237.0 81.0 SEE MI Ride niedicdbuleedeageed 
1, 508.1 862. 1 267.1 69. 2 92.0 
612.3 214.5 186. 1 4.1 95.3 
188. 1 138.1 Sa Bat... che wads obslaenesseseelensnaneeee 
1, 035. 0 415.3 482.5 | 82.4 /.......-.-.- 4.4 
1, 087. 4 484.7 257.1 68. 7 3.8 
1, 375.4 491.7 303. 8 23.2 403. 5 
543.2 214.2 109. 3 21.3 15.7 
1,141.1 648.3 211.6 16.5 31.4 
1, 249.9 339. 4 261.2 | 498.6 |.......... 33.6 
2, 423.8 1, 264.1 # 28.6 326. 3 
220.1 1.6 7.6 11.4 
WSR. O acinccdd tO) BER Bil cnt edsiiccslblocccesenss 
1, 054. 0 ISL.$%:: LO: BO biscéat-e.. 79.5 
1,351.4 472.0 157.6 117.4 
23, 965.0 | 11, 184.1 548.3 | 2,040.6 





Domestic program 
cin Sedéscuusd Oy 960. 0 


oe wwe wean oe ne wt ef enn ne we wees mewn ome wen ncn n leo e enn cenn|eeeseeenee 


— | |] | S| | | 


Subtotal_........ 24, 925. 0 
Less funds released 
from prior year’s 


eee en eee nn nn ewww e een meee nce een ee eee en nee een eenewenleeeeew anne 


ee nen en ew ee een ewe wenn wenn wee wee nee] once cee cec| oon ccccens| beeen enee 


| | | | | | | 





eee ee ween ewe w wen ee eee eee en ees eens ee samen nenenleemem eases lens weneaeen 
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TaBLE 15.—Latin America: Program. planned for implementation, based.on avail- 
ability of funds, $26 million—by cost component, fiscal year 1955 


[Thousands of dollars 1] 














United States contributions Esti- 
host 
country 
contri- 
——, 
Country United kind '~ 
es- 
Total een — — services, yo ti mated 
ans , and sup- 
nicians tracts plies and States 
dollar 
equiva- 
lent)? 
poeerean 9S... 5838 ha $1, 965. 0 $380. 1 $882. 5 $156. 0 $445.0 $101.4 ||} .$1, 441.5 
nt ROR... 5608.....1. 3, 070.0 500.0 | 1,434.3 30.0 900. 0 205.7 || 34, 120.0 
a nnniindonlacseadaneebél 1, 657.0 294.3 491.2 104.7 610.0 156. 8 1, 841.6 
RASS... dhe. cock 1,073.0 123.3 482.4 60.0 325. 0 82.3 2, 556. 0 
Sed. - on SoBe eccnn ke 880.0 134. 4 S67, 6-15s..-...%. 240. 3 117.8 1, 265. 4 
ER catieSe sec con da Ssesioonntd 467.0 145.0 220.7 9:0-45505.. aes 92.3 1, 900. 0 
Dominican Republic__._.---..- 375.0 63.1 B16. O45 G.0--5-38 50.0 88.4 162.0 
SS SS SF 1, 364.0 159. 5 567.7 12.0 440.0 184.8 728.7 
Hl Salvador. ......:............ 875.0 82.4 O51. O-Fic...-.-48 162.0 99. 2 654.0 
peneetNG estas... 8 975.0 359. 0 390. 0 fvsi...45 220. 0 76.0 BU. 
BUMMER cnt) 2.00%... 4.2 sbd.-. upd 1, 267.0 103. 0 513. 5 45.0 402. 7 202. 8 3, 792.0 
NOI 6... bepcnacnase ye 975.0 196. 0 494.5 |_......-.. 130. 0 154.5 705. 5 
PED. Socopgassccd- $24 qo--uhy 1, 400.0 445.8 443.6 165.7 167.0 177.9 1, 145.9 
Demme oS... i 851i is 825. 0 113.0 357. 6 114.9 200. 0 39.5 1, 386.7 
re ee 975.0 77.3 496. 4 25.0 285. 0 91.3 1,117.2 
RE ea 1,315.0 230. 0 SE eee 353. 0 117.9 3, 273.9 
 cckiaednsonswen och 2, 323.0 530. 1 616. 5 95.0 615.0 466. 4 3, 823. 4 
MIUUOAG ssc csccck cece ccccceue 400. 0 94.0 $74, 3.) .2550.-22 100. 0 31.7 357.0 
sti ae. oe ee 195.0 4.5 ee 1-co<sedeck 25.0 24.7 1,111.0 
Dependent territories__......._. 550. 0 125. 0 256. 5 105.0 25.0 38.5 || -10, 750.0 
I iincbibniachaciicreonteainabes 974.0 10. 4 490. 5 SBE. 4 | 0 -cncdoas 946;7 Fes. fe. 
Subtotal. ...............- 23,900.0 | 4,170.2 | 10,089.5 | 1,248.7) 5,695.0 696. 72, 131.8 
Domestic program costs-__-.=-.- a a a as 
Voluntary agencies and inter- 
regional projects........------ EET chatiunentlnanadeamationinantinsd ansnendeuptannhanagilsauienne* 
a bae cis ckctiendonnod Oe SE a oo Lr ens sheath seenneteieneabessse 


1 New obligational authority. 


2 Includes $10,000 of equipment and supplies purchased by the United States and transferred by grant-in- 
kind for project demonstration purposes for Mexico. All other contributions are in the form o ts to 
“Servicios” and matched by host country cash contributions, and used to finance jointly operated demon- 
stration projects. 

3 Preliminary. 





| 
| 
| 
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TABLE 16.—Latin America program planned for implementation, based on 
availability of funds, $26 million—By activity, fiscal year 1955 
(Thousands of dollars] 
[Shows United States contributions only] 





























| 
siaou| | Bae ‘ 
gricul- porta- om- 
ture, | Indus-| tion, Hosltti Hduca- re mer- | Trade, 
Country Total |natural) try, | com~ |Labor| nits! tion | istra- |i! de-|invest- 
re- | mining} muni- tion tion velop-} ment 
sources cations, | ment 
power 
Bete So... .5-. 4 eres $1,965} $899.7}; $41.4] $119.9) $87.8) $370.5) $385.2) $44.3) $16,2)...--.- 
TE a i capep sock escess 3,070} 923.6) 261.5 90.0) 40.0) 720.6) 659:0) 277.7) 97. 6)-....-- 
GR. «dian -n-<b aga 1,657) 714.6) 334.8 67.4| 70.8} 289.2)...---- Tit. 0] Gm Sl -<cabee 
Colomibia....--.-.....-- 1,073} 522.5 27.5 61.7) 30.2) 306, 1}2..-.--- ar -- SG. ase 
COete Rive. ~ 0s ~-<.- sey 880 391. 4 34. 8 47.6| 24.0 241.6 11.6 113.9 SEP el-cneane 
a ae er ee 467 185. 5 130. 3}-....-.- OE. Ul.-dsbee- 8.7 wu Ul. -2cee-bisenene 
Dominican Republic... 375 Bhd. Ol cl anan o 28.0) 3.0 25. 5) . 170.5 Oe. Win -csolcliccasna 
Te Us aa ~ 5p egys-- 1,364; 472.0 95.7 82.5) 25.5) 403.4) 231.3 SR tatiectocased 
El] Salvador... ----...- +. 875 316.8 144. 5)....---- 69.5 178.3} 104.6 38.1 SRB cian 
Guatemala...--.-....--- 975; 280.0 27.0 85.0) 62.5 98.8} 360.7 SR “SE Geka 
PE Sc db cctuccscsascss 1,267} 574.9 40.0 BO. Ohicanen- 325.6} 201.5 65.0) 24.3) $15.7 
Honduras............--- 975} 274.0).....--- 199.3) 70.3 149.0) 175.0 78.1 Gee iasmneie 
EOD. <3 anes - ~~~. gre 1, 400 184.2} 483.2/.......- 112.8} 343.1; 169.4 C2. TT * ~ Sieeiecneaee 
Nicaragua............. 825 a eee 35.1) 15.0 178.8} 252.5 19.0 Wt Ole cntens 
IN oo oe eee 975 348. 2 51.0 24.0 7.0 187.3) 266.8 47.6 CEE case 
PRGGSORy - due-- ~~~ 460<-- 1,315} 382.2 68. 2 98.4) 18.0) 223.2) 383.0) 124.3) 17. 7/--...-- 
Fein poh ewckthoocb on 4g 2,323) 1,065.8) 232.1 103.9} 52.4] 403.7). 285.4 0 Or "Wes Mennacns 
Ura <p ---- <6 oe see 400 1.0 366.3) i. 20.--- 34.3 Ment .352-2 SUR Bik acknceonce 
Venezuela... -- _ » | Rae BIE S Sta cast © ee RS fe Nc ak ee aaa 
Dependent territories. 550; 155.9 26. 1 73.6... ..- Bae. El conccas 145.7} 126.9 
RROSIOMMLS 60 n0 <3 oo onan an 974) 495.9 44.1 166.1) 44.0 BSS, Ghsgics.. 192, Ba. 6 c5 ble sces 
Subtotal... ...-.-- 23, 900} 8, 611.3} 2, 148. 4] 1,241.9) 819.6} 5,028. 3/3, 710.3) 1,560.7} 636.9) 142.6 


Domestic program costs_ 1, 512 
Voluntary agency and 
interregional projects_-. Glin cn cnwneleccsueoe}aninesonelivne dup ie andeenanetaaael i emnacalieiienaeen 
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TaBLE 17.—Near East, Africa, and South Asia: Obligations by cost component, 
fiscal year 1953} 


(Thousands of dollars) 





United States contracts 











Total Foreign techni- Unis at Other 
United pons uae 
States | cians Total | other | techni- 
techni-; cian 
cian | type? 
type 
ile dahlias cca $639 $80 $232 $115 SEED Nenes'ee- 
ana territories... .... il wdencieere SR Ca. UD cde red Rebs 
S Rh eiassibaneaibante 12, 617 129 --------| $540 
Ee ot ch CcoEPenssdncée er i ae ee | SL , Iipeee oe 
ce ccucumnppescigege $1, 207 ® ® (®) (é 
i abpsdicasduseencsedpene 43, 577 2,665 | 1,355; 1,310 
SG bah tdicssabeaumoscdoses 22, 546 561 2, 263 763 , 500 
ne enc danee 1, 828 127 813 BRS ge 
Pi btnatnénemsensiscioaua 2, 361 200 145 115 
Sehetats és cid ea acctncon 2, 623 82 ee Siereed 54 
mecdisimensscodgcae 966 ST dD Bids cacti Ana coutl dicemincttiecec. .gekeaiaee 
Didnt, 0 com aap ocotpean , 548 10 tT ckeomnnaens 300 
SE icclbidcandep qqeccciacon 1,174 Be 8 PD Edo aaah dl eo enced dnamete ae 
thentkhscsen mapses4nenm addoes ct A Ge Eden aac Aen ened ldaemenad 
TE Meron dus egusestaned RRs -cacee- 1, 894 915 979 
Saudi Avebia...........4.... 1006; $721 386; 330 ]..-...... 
TL iincdeanmcctasen 10 2,131 (®) ® ® y 
Regional projects... .......- 1, 520 45 1, 234 107 | 1,127 
Program support costs--..... REY Benth aise ocitipahe didn tgs hoe pens aR atptinn io = Sede see 
ne aches $112,618) 2,446 | 9,082/ 11,390 | 4,648 6,742 


1 Represents net activity. 

2 Basic salaries, allowances, international travel, and transportation of effects; United States secretaries 
included; no local personnel included. 

3 For engineering, aerial re , construction, training, and other contractual services of a nontechnician 
type involving also administrative fees, and undetermined supplies and equipment and local costs involved 
in the total contract obligation. (Contract ee pm of the nontraining type.) 

4 Includes obligations for local Sana ocal construction contracts, technician support costs such as 
rents, utilities, miscellaneous nonproject supplies and equipment communications, etc. 

; Estimated United States dollar equivalent of both cash and kind contributions. 

otavailable. 

7 Includes obligations which would now come under the category of “development assistance.”’ 

8 Total includes Greece, for which distribution by cost component not available. 

* Includes, $36,000 adjustment to tourism program transferred to Department of Commerce July 1952; 
and $7,000 operating and miscellaneous costs. 

10 Includes $65,000 miscellaneous and operating costs. 


Note.—Fiscal year 1953 data agrees with Greenbook fiscal year 1955, 2d presentation, July 1954. 
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TaBLe 18.—Near East, Africa and South. Asia: Obligations by field of activity, 
fiscal year 1953 








(Thousands of dollars) 
Trans- 
General 
Total | Agric | neon” | Health porte | Public| and 
wT. and. | Educa- admin-} com- 
ane = — €+| sanita-| tion -_ istra- [munity 
labor tion muni- tion | devel- 
cation opment 
NE choc vechiodecesadunhden $639 $344 $98 $32 SEB bo kn cnnctnthetbiiinncans 
Dependent territories_.............-.. 625 SEG Loscapeecreaeceeetesse kare 01-05: 
Egypt ohio sbecnspamuspuedeccossos pane 664 $8 | $10,216 
Ethiopia 877 56 
TLL. antudenehemueieocnniiadioen pial 489 298 
Gl. ptvonnabeieetnedesencisabuiil 271 40 
— EL tthno~webeeeetioddecascees hele i 625 
ta Ucgnysa-spdpics app degee-o-obae 
Ph geeceusbemy ano domieeohaile 799 
I, cee cinsbuueep since sean got hin 300 
Lebanon 678 
Liberia........... 290 
Libya... 580 
PS ams coos peers 342 
Pakistan 6, 533 
Saudi Arabia 210 
Turkey 690 
Regional projects..........-....-.-.- } 1,520 636 13 See” | OB essiccccs 60 304 
Program support costs..........-.... 2, FAR 4065 cade cccsany 2 scopaqurlogeccccn|esccoosciebeesecelaneame 


Dprqos) covcemedeessusco$ese Pretes 53, 597 | 7,885 | 13,671 | 6,729 | 3,357 | 1,833] 23,304 


1 Includes $3,600 adjustment to tourism program transferred to Department of Commerce July 1952; 
includes $7,000 operating and miscellaneous costs. 
2 Includes $65,000 miscellaneous and operating costs. 
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TaBLE 19.—Near East, Africa, and South Asia: Obligations by cost component 
fiscal year 1954 























[Thousands of dollars] 
United States contracts 
= a! a me 
ta up- 
..For- Univer- 
Conk eign —- sity | Other aes Other 
States tech- (non- and non- | equi costs % 
nicians | “Con. | Total | other | techni-| 77 ¢ 
5 techni-| cian ent 
tract) 3 
cian | type * 
type 
eC. ae. $1, 341 $153 $293 $372 Me iessccced we 1... - 24 $5, 000 
Dependent territories. --_-_- §3, 365 }.....-.- 286 89 89 |._.._.__| 1,500] $1,490 7] * 4,388 
TE Minincindeigine oo anal 3, 256 106 675 398 298 $100 | 1,900 177 || * 19, 321 
I te ons tannin ooobapee 2, 629 60 442} 1,654) 1,654 |-_..2__- 189 3, 000 
NE etic bane ~<cteaiel 536 130 97 109 th. g0ctheesnece 200 ) 
ee ee 27, 011 513 1,682 | 6,269 | 1,450) 4,819 | 18,349 198 || 156, 577 
tied I 24 I... 12, 917 586 | 2,753 | 3,848 | 2,148] 1,700 4,790 || 18,000 
TE i inte ok cen ameshieend 2, 194 107 933 535 Dee Indesabns 310 16, 640 
in hed kan coined 1, 483 198 408 753 De Eveannases 26 98 1, 500 
han karmemanhatae el 2, 341 124 in «cdiehinesobiinelnasaodes 530 2, 160 
Eo ne oes ouveeappaenn 2, 793 150 SD éadltetiandhonsieaoahoss 546 | 1,219 903 
i acd tena babies 1, 164 45 747 120 St ncaa noe 191 61 2, 250 
EE tiation ndotipp aon skeen 1, 490 68 465 37 eee 350 ,570 711 
pe ana TE Eetnsnindotminoiepnos 78 139 220 PD Rees occa 401 31 500 
Te sie ecm eaiall 8, 156 2/ 1,121} 3,784] .2,0384| 1,700} 3,125 174 || 28, 400 
Saudi Arabia --..........-.- as 3 | Ml. d. diem. akingtascadaes 240 99 2, 000 
Turkey_......____-- => =i Towa 3,048 | 1,004 207 | 1,569| 1,569|......| 184 84 || @) 

Regional projects. ._..-..-.- 974 60 343 276 75 201 95 eee ne 
Domestic program costs__._. 1, 242 | Cenbbalonendaca loapeuiiegl-coahdealnasaaciaes=tied Se atin 
TTS 77, 708 | Fao | 13 om | 0,068 |, 069 8, 520 | 29, 494 | 12,031 |} 261, 350 





1 Basic salaries, allowances, international travel and transportation of effects; United States secretaries 
included; no local personnel included. 

2 For engineering, aerial survey, construction, training, and other contractual services of a nontechnician 
type involving also administrative fees, and undetermined supplies and equipment and local costs involved 
in the total contfact obligation. (Contract personnel of the nontraining type.) 

3 Includes obligations for local personnel, local construction contracts, technician support costs such as 
rents, utilities, miscellaneous nonproject supplies and equipment, communications, etc. 

« Estimated United States dollar equivalent of both cash and kind contributions. 

5 Includes $2,300,000 programmed from local currency proceeds of sales of United States surplus agricul- 
tural commodities to the United Kingdom, France, and Italy. 

6 Includes obligations which would now come under the category of ‘development assistance.” 

7 Not available. 


NortTE.—Total obligation figures by Tower agree with those shown on controller’s financial statement 
as of June 30 1954, dated September 1954 ey reflect net activity. 





| 
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TABLE 20.—Near East, Africa and South Asia: Obligations, by field of activity, fiscal 





Agri- 
Total | culture 
United jand na- 
States |tural re- 


Com- 
nity 
ty 
devel- 
opment, 
social 


Gen- 
eral 
and 


Afghanistan.......... $1, 341 
Dependent territories.| 3,365 
eS ae 3, 256 
Ethiopia.-_........-..- 2, 629 
Dh «.clicsessseaat 536 
Ties oti cdsGo<c cee 27,011 
Be DinknkeccbedsPoweses 12, 917 
i oscolesenace ced 2, 194 
DE. vcliccsveesvad 1, 483 
Path Levmmeseees 2, 341 
TRDRMOE: .ctins-ceese 2, 793 
DE inedisshscoreee 1, 164 
TRF keen h 308-00 1, 490 
PR tn metnnenitbtden 869 
PONE. cleccenseses 8, 156 
Saudi Arabia......--.- 896 
Turkey; s..<s<s..s..} 3,008 
Regional projects. ...- 974 
Domestic program 
COMB s sceviacechaces 1, 242 
Patel nwsanhinil 77, 705 


year 1954 
[Thousands of dollars] 
Health 
and” | duce Trans| Inds, 
— tion tion | mining 
sources 
(1) (2) (3) (4) (5) 
$751 $120 $364 $7 $89 
9 1S |..085 i 400 200 250 
1, 227 599 831 13 473 
1, 638 152 Gen 1... 45 266 
PB ibcnncad 5 30 245 
5,788 | 5,076 1,219 | 2,052; 6,921 
3, 601 2, 496 2, 409 579 1,011 
948 235 346 329 10 
787 181 139 59 118 
2,172 263 313 164 66 
1, 375 258 ol eee 361 
431 231 212 114 19 
638 243 GEE loccdn---fasod-ke 
179 74 a Set 28 
4, 143 331 1, 628 74 499 
246 214 43 edad ent 
FOB fowecsxcs 1, 290 157 620 
646 34 DE, | deme % 69 
3,840 | 11,045 





a 
admin- 
istra- Labor 
tion 
(6) (7) 
tee nas 
30 
6 16 
8 $18 
1,093 | 122 
Ghsccone 
27 16 
at Chk one 
25 20 
Giiiasteu 
‘eae [rer 
Te Réescen 
96 66 
1,531 | 258 


Se 
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TaBLE 21.—Near East, Africa, and South Asia: Program by cost component, 
fiscal year 1956 


(Thousands of dollars] 


! 
vn | Set 
Total “~ pate 
Unitea| ign | techni- 





United States contracts Supplies 
an 


University) Other | &@ip- 






cians 
States | nicians | (noncon-| Total ee taohnt- other. 
tract)! cal type |cal type! °°S*S 


(*) 
696 9) 

723 

ee RS a Oa Pe Pee san a 

SE | WN 6b ok dates deter opopinmanéeedediabaass abort meen 
336-9-i:--.* 





! Basic salaries, allowances, international travel, and transportation of effects; United States secretaries 
included; no local personnel included. 

2 Includes costs for local personnel, rents, local construction contracts, etc. 

3 Estimated United States dollar equivalent of both cash and kind contributions. 

4 Programs reduced from that shown in congressional presentation—breakdown by field of activity to be 
reprogramed by missions. 

Cost component breakdown not yet available. 

* United States technical cooperation program in Israel in fiscal year 1954 and 1955 consists almost exclu- 
sively of technicians and trainees. The demonstration aspects of the projects are being financed from prior 
years funds; in those years (1952 and 1953) the Government of Israel contributed, in cash (Israeli pounds) 
an amount equal to the United States dollar contribution to the demonstration projects. Over and above 
this contribution, a major share of the counterpart funds generated from special economic aid imports was 
used for development activities on which United States technicians were advising. Israel has since its 
inception as an independent state, committed itself to a major economic development effort involving every 
conceivable resource. It has required great effort on the part of our mission to contain this zeal within 
reasonable bounds. 

7 For liquidation costs only. 

§ Not available. 
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TABLE 22.—Near East, Africa, and South Asia: Program by field of activity, fiscal 

















year 1956 
(Thousands of dollars) 
} | | | 
| | Com- 
altaire| Healt | ae. Indue-|‘Pubtic| | Guvelap |General 
1. culture | Healt. Lip ndus- | Public | p-| Gen 
ie and | and —_ | orta, | Y |admin-|y yp oepmnent, | and 
States | @8tural] sanita-| {0 Mion | and | istra- |'*?°F)"'social | miscel- 
‘ates | resour-| tion | mining| tion welfare | laneous 
ces | | and 
| } | jhousing 
ee pr ee ee ee —== 
Afghanistan............| $1,620} $845 | $150 | $400 |... $105 | $50 $70 |. 
Dependent’ territories..['*2, 400] @) deed ane | ceaiigtintaiaene 
Egypt.......s0,---..-.4| 8,000) ; 1,208 711 | 531 $58 263 341 | 308 
Ethiopia. ..............] 3,400 805 560 {1,210 50 150 100 |... 420 $105 
BARREL er 626 300 |... a> -- soba 58 194 56 18 |. nba 65 
ieesightasencs en ---|115, 400 TF cBibenses oS aa = ooooth agikeesid : 
Se eee 1 8, 500 @) 1.) ae sob ahies sh odes csnnuaiente peat ode - 
i inieteneiilbciaisennennehal 2, 200 930 375 | 504 |.-....-. 30 A 274 28 
Israel. ....... a Se 482 141 | 133 7 202 92; $12 27 224 
Jordan. 2,200 | 1,056 253 | 378 80 339 |. se se 36 58 
Lebanon. 1 2, 000 (?) 4x veal Se we: ee o-s-5- eres 
BEER ss ch wtp os e--- ond 1, 300 353 264 | 240 189 18 58 153 25 
Libya... --| 1,400 602 m0 | -406.4,.....-.}ie- 20 |. “aie 50 
Nepal... ..... 780 331 148 44 10 33 6 |... 208 | .-).-s64- 
Pakistan.........-..... 1 5,300 1... aas--|---.4 Ds. cc cei kh é< ibys ondedieeteeiane nee = i ite 
Saudi Arabia... pal SP Bees os awskesccs SS ee er s<saqenawed : 
POINT x6 scutes. ossc58 1, 000 606 $< sce<cculesssss 150 98 88 | -29B-fesc5522 185 
rn cede anineading 1,573 D. - Leeneaeerais dent ebine$<seeevoicanie (ee <nchel hind iba nell 
Domestic program 
WIR on irarner-entenias BBB ws noe ness orewele sen ehinss qre-feavulescle OMe -nehet bine bib -s9ser breeids4- 
Total programed.| 56, 626 |........|.... eoment> vei mie <yecenhowsers et wath €>S~ 
' 








1 Programs reduced from that shown in congressional presentation; breakdown by. field of activity to be 
reprogramed by missions. 

2 Field of activity breakdown not yet available. 

3 For liquidation costs only. 


72888—57———_12 
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TABLE 23.—<Status of FOA technical cooperation and technical exchange personnel 
as of the end of the fiscal years 1953, 1954 


Technical cooperation program funds 


¢ ign 
oreign 
Grand United States nationals overseas ! 2 Overseas, |nstionals* 
Area qe lathe Tana alee — 
ni national |} country 
Other | Consult- 
—_ Total | Regular | Federal?| ants‘é aes funds 


agencies 





511 1, 750 


. ‘wee were, in addition, 180 employees on technical cooperation and technical exchange program funds 
n Washington. 
eee io in addition, 219 employees on technical cooperation and technical exchange program funds 
as on. 
3 Other Federal agencies are reimbursed for the costs of their employees who work directly under FOA 
Sete. Salama personnel secured under interagency agreements and personnel on reimbursable 
e to on 
4 Includes consultants who rendered service during the reporting month, with or without compensation. 
5 Local employees hired overseas by FOA. 
+ § These FOA employees are paid from local currency trust funds supplied by the participating countries 
as part of their contribution toward local expenses for the technical assistance program. Foreign nationals 
engaged in these programs who are not FOA employees are excluded from these tables. 


GENERAL NoTE.—Data show number of American and foreign national employees hired by FOA and 
also employees of other Federal agencies detailed to FOA. Persons working under technical assistance or 
technical services contracts are excluded. 

a of other Federal agencies on detail to FOA and local currency trust funds employees should 
be excluded from FOA’s personnel strength when the data are used to arrive at the number of overall 


Federal employees paid from U. 8. Government funds. Excludes support personnel employed in other 
U. S. Government agencies but paid from technical cooperation and exc funds. 
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TABLE 24.— Europe: Status of FOA technical, exchange personnel as of the end of 
fiscal year 1963 


[Number of employees] 


Technical exchange program funds 











Grand United States nationals overseas 
Country total 
‘Beates _—_ 
otal | Regular | Federal 1) Comsult- 
funds agencies 2 
a 306 177 162 ll 4 
Sth OC ccwcodtecccecceae 23 13 » IE SGT 
RS ons nn nant tdccecedtane 9 7 5 Se... 
DEES ccasccsicnbescsoon 6 4 Bi pecencncntabcsGNed 
TN a aie a 20 14 tlea~ ~~~ 1 
Germany (Federal Republic) -- 26 12 Seeds. nodhieeetedooea 
M18) 2 2eeahe tek Nasnannad 50 28 20 7 1 
IIE i nigidncticncccccswd 10 6 Pert 3 <agtioaeiae 
a geht Ee 6 1 Bihae wtb ebioceuanad 
ine on sht ian eee oe 5 2 Piinesn no aenececael 
United Kingdom._......-....-- 8 7 Pilibbcennnocdesceinnte 
ce Sa See rare 3 2 SiR tieten tien dneodmaemaaaa 
WP anccsn Masser 140 81 77 2 2 


1 Other Federal agencies are reimbursed for the costs of their employees who work directly under FOA 
supervision, owes personnel secured under interagency agreements and personnel on reimbursable 

etail to : 

? Includes consultants who rendered service during the reporting month, with or without compensation. 

3 Local employees hired overseas by FOA. 

«These FOA employees are paid from local currency trust funds supplied by the per eepeting countries 
as part of their contribution toward local expenses for the technical assistance program. Foreign nationals 
engaged in these programs who are not FOA employees are excluded from these tables. 


GENERAL NotE:—Data shownumber of American and foreign national employees hired by FOA andalso 
employees of other Federal agencies detailed to FOA. Persons working under technical assistance or tech- 
nical services contracts are excluded. 

Employees of other Federal agencies on detail to FOA and local currency trust fund employees should 
be excluded from FOA’s personnel strength when the data are used to arrive at the number of overall 
Federal employees paid from U. 8. Government funds, Excludes eippert personnel employed in other 
U. 8. Government agencies but paid from technical cooperation and exchanges funds, 
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Taste 25.—Europe: Status of FOA technical exchange personnel as of the end of 
fiscal year 1954 






(Number of employees] 
Technical exchange program funds 
Country Grand United States nationals overseas 
United 
States 
funds 
ka, omageeed BS he, WBie-, BBD jaes--css. 
RE cc onnadinnanswecok C—O SEE ee 
CE. «ccodweacwaccch a Foe eMail oveosgen 
i ticnnetadhecntcoceed es | <a. Be Ol Beinn ocGagcdlocncnccoce 
ell ttisinn can dvaetmanie on iio, 8 §« Sie § WiitscccunElsesouscees 
Germany (Federal Republic) --- | ee | PR | eae prion 
EE awn 2ocecddesncccesd 1 tcl aiaieli ideal 
rh i oi ccm onel 46 St | WeldesdeSell-acecogect 
ie andak comma net 6 een Re eet: 
EE a. iciachecancacoed 6 le 1m scusscs<dl-senseoten 
ome see 1 Mae 
et tiie 12 7 Sdivccceniiccceasct aaa 
aiccnd ved es oan naad ll a eS | 
NS eeweseressns sseu<ese 68 47 47 


1 Other Federal agencies are reimbursed for the costs of their employees Who work directly under FOA 
pera, ge personnel secured under interagency agreements and personne] on reimbursable 
2 Includes consultants who rendered service during the reporting month, with or without compensation. 

3 Local employees hired overseas by FOA. 

* These FOA employees are paid from local currency trust funds supplied by the apes countries 
as part of their contribution toward local expenses for the technical assistance program. Foreign nationals 
ee programs who are not FOA employees are excluded from these tables. 

to cost of occupation; not counted in total. 


GENERAL NotE,—Data show number of American and foreign national employees hired by FOA and 
also employees of other Federal agencies detailed to FOA. Persons working under technical assistance or 
technical services contracts are excluded, 

Smee of other Federal agencies on detail to FOA and local currency trust fund employees should 
be excluded from FO A’s personnel strength when the data are used to arrive at the number of overall Fed- 


eral employees paid from U. 8. Government funds. Excludes support personnel employed in other U. 8. 
Government agencies but paid from technical cooperation and exchanges funds. 
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TaBLe 26.—Far East: Status of FOA technical cooperation personnel as. of. the 
end of fiscal years 1953, 1954 


[Number of employees] 
FISCAL YEAR 1953 





Technical cooperation program funds 


Country 


China (Formosa) - - -.-.....-.-. 
Indochina, Associated States_-- 
Indonesian Republic ---.----.-.-- 











| a eee 

Thailend Mbabpasscsodscssscssv 
ata chekesticanesqees 399 353 287 58 8 46 622 
SS dn oat stledaac a tenn 21 21 19 Pkt iines conan 59 
China (Formosa). --.........-- 56 56 44 9 OS ticsccused 199 
Indochina, Associated States___ 63 63 49 13 P'Var~ sctesee 177 
Indonesian Republic... ......-. 90 44 35 OGeotcoccace WO Ticccentent 
CE ease uciuaul coabeseca 25 25 21 1 i. ditaguenncad 
DED Eiccccasscbcdceccena 91 91 66 24 Seco seee 105 
SE dboacicwsweubwcycceced 53 53 BB. iecceconscibabasusnespenceuepene 82 


1 Other Federal agencies are reimbursed for the costs of their employees who work directly under FOA 
peor ting huis es personnel secured under interagency agreements and personnel on reimbursable 
e ° 
? Includes consultants who rendered service during the reporting month, with or without compensation. 
1 Phoen Ft Pras Bese we A om tonal trust fund lied by the participating tries 
ese employees are pa m currency ‘unds supp’ coun’ 
as part of their contribution toward local expenses for the technical assistance program. Foreign nationals 
engaged in these programs who are not FOA employees are excluded from these tables. 


GENERAL Note.—Data show number of American and foreign national employees hired by FOA and 
also employees of other Federal agencies detailed to FOA, Persons working under technical assistance or 
technica! services contracts are excluded. . 

Employees of other Federal agencies on detail to FOA and local currency trust fand employees should be 
excluded from FOA’s personnel strength when the data are used to arrive at the number of overall Federal 
employees paid from U. 8. Government funds. Excludes support personnel employed in other U. 8. Gov- 
ernment agencies but paid from technical cooperation and exchanges funds. 
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TaBLe 27.—Latin America: Status of FOA technical cooperation personnel as of 
the end of fiscal year 1953 


[Number of employees] 





Technical cooperation program funds 





Overseas, 
United States nationals overseas |p. arsang |p orelse 

Country Coane oa foreign ||! foreign 
U3 nationals*|| country 


funds | Total | Regular | Feders!' 1 a 
agencies 








1 Other Federal agencies are reimbursed for the costs of their employees who work directly under FOA 
prey ve Includes personnel secured under interagency agreements and personnel on reimbursable 
e 


2 Includes consultants who rendered service during the reporting month, with or without compensation. 
3 Local employées hired overseas by FOA 
4 These employees are paid from local currency trust funds supplied by the participating countries as part 


of their contribution toward local expenses for the technical tance program. 


a Norte.—Data show number of American and foreign national employees hired by FOA and: 
olen omuabovene of other Federal agencies detailed to FOA. Persons working under technical assistance or 
ical services contracts are excluded. 
aa of other Federal agencies on detail to FOA and local currency trust fund employees should be 
exclu from FOA’s pernoninel strength when the data are used to arrive at the number of overall Federal 
employees paid from 


S. Government funds. 
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TABLE 28.—Latin America: Status of FOA technical cooperation personnel as of 
the end of fiscal year 1954 


[Num ber of employees] 





Technical cooperation program funds 





Overseas 
; foreign 
United States nationals overseas Overseas |(nationals‘ 
Country Grand forei forei 
total nationals! country 
U.S. 0 C 
;| Consult-} FOA funds 
funds Total | Regular ae ants ? tunds 
Sn paid ine ael 917 530 415 108 Rt. eesineene 
LB ceacnseeabhad enna sce 57 40 35 Blaunccocccn| aie ie 
ED .clstacscucuthyasaké on oue 109 71 57 13 I} SB teweaiaest- 
Ne Bas 5c uhit aban thee 44 31 24 GB lvestncckaal es 
NE Feo <scnocbe sone esc 34 24 19 Gi cstecccssl  . Seeseuios. 
Se SN. co. scuhookearasuu 149 31 18 BE Tacsesscaccsl  Sonnaeee 
ees Shae cs Gethpnunadeameke ll 9 6 2 5 RR: rene 
Dominican Republic- ----...-- 17 10 BE bt... nnsbdlionessetnele >... ina 
Ea ciskeabs nanos anual 53 33 27 5 St]. Ree atink- 
Tek WURVOUOR: bocéseehne--sss-cek 45 30 27 Giaccsstccms|) SO ee. 
Cas. « cnssuoccsccsnoue 54 10 1G bhp--cnccdelenccccccts) , Scien. 
MT it oi wcakabdoncieoda de 36 25 24 Bilaccscaseshl  Seeuaeeee. 
I os 3 cnibebacbiot od 33 24 20 3 tl ae. 
NU te vccnasabinccsonuseee 39 | 31 14 16 lj ~——sBs Reeseptect. 
ER eo snoncicchnackencucde 24 20 16 @ti--ccstca | ee. 
PO Be caccabupenosien de 45 35 32 2 li} 06S ion. 
EE ca ciwicockeoweasensae 51 29 26 2 Li a tedeait- 
a ea oon CLL ak nk santo 84 46 | 38 OD leccccachell. ... . SEbanaeerie 
DUG cewsverwcnkewsyevcssse 1 1 Sfcssecsstctpossccessstlcsscssec Tes sscossee 
I iether nities 7 6 4 2. love ecianedc tow, }Mlibeste@et--- 
on annie anette Raiiiih 6 6 D iesecsem-daciseneash nadiadagt.<<ehiwandneitx< 
eel pe al Sa Es 2 2 1 TE Jooraconéucleseencktiiindales 
a balan aha wl 16 i lvtiet-anke BB he nd ep cb altienian GAG le’ <c- 





1 Other Federal agencies are reimbursed for the costs of their employees who work directly under FOA 
aoe. ae es personnel secured under interagency agreements and personnel on reimbursable 

etail to ‘ 

2 Includes consultants who rendered service during the reporting month, with or without compensation. 

3 Local employees hired overseas by FOA. 

4 These employees are paid from local currency trust funds supplied by the participating countries as 
part of their contribution toward local expenses for the. technical assistance program. 


GENERAL Note.—Data show number of American and foreign national employees hired by FOA, and 
also employees of other Federal agencies detailed to FOA. Persons working under technical assistance or 
technical services contracts are excluded. 

Employees of other Federal agencies on detail to FOA and local currency trust fund employees should be 
excluded from FOA’s personnel strength when the data are used to arrive at the number of overall Federal 
employees paid from U. 8S. Government funds. 
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TABLE 29.—Near East, Africa, and Seuth Asia: Status of FOA technical coop- 
eration personnel as of the end of fiscal year 1953 





Technical cooperation program funds 





United States nationals overseas 


Se 





1 Other Federal aencne are reimbursed for the costs of their employees who work directly under FOA 
pa Vy Plea es personnel secured under interagency agreements and personnel on reimbursable 
e . 
2 Includes consultants who rendered service during the reporting month, with or without compensation. 
‘ a iat are trust fund: lied by the participati trie t 
employees are paid from currency trust funds supp! y participating countries as par 
of their contribution toward local expenses for the technical eaelttance program. 


GENERAL Note.—Data show number of American and foreign national employees hired by FOA and 
also employees of other Federal agencies detailed to FOA. Persons working under technical assistance or 
technical services contracts are excluded. 

Employees of other Federal agencies on detail to FOA and local currency trust fund employees should be 
excluded from FOA’s mnel strength when the data are used to arrive at the number of overall Federal 
employees paid from U. 8. Government funds. 
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TaBLE 30.— Near Fast, Africa, and South Asia: Status of FOA technical coop- 
eration personnel as-of the end of fiscal year 1954 


(Number of employees] 


Technical cooperation program funds 


SN crea 

United States nationals overseas oreign 

Overseas || nationals 

Country Grand |________________| ‘poreign. || forelien 


Turkey 
Regional 





1 Other Federal agencies are reimbursed for the costs of their employees who work directly under FOA 
ee Includes personnel secured under interagency agreements and personnel on reimbursable 

etail to FOA. 

2 Includes consultants who rendered service during the reporting month, with or without compensation. 

8 Local employees hired overseas by FOA. 

4 These employees are paid from local currency trust funds supplied by the participating countries as 
part of their contribution toward local expenses for the technical assistance program. 


GENERAL NOTE.—Data show number of American and foreign national employees hired by FOA, and 
also employees of other Federal agencies detailed to FOA. Persons working under technical assistance or 
technical services contracts are excluded. 

Employees of other Federal agencies on detail to FOA and local currency trust fund employees should 
be excluded from FOA’s personnel strength when the data are used to arrive at the number of overall Federal 
employees paid from U.S. Government funds. 
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Il. UNITED NATIONS TECHNICAL ASSISTANCE PROGRAM 


TABLE 31.—Contributions pledged by governments for the expanded program for all 


4 financial periods as at Apr. 15, 1954} 


{In United States dollar equivalent] 


Country 


Jf IBA. 20. cdi dab necae ae <d a 


. Argentina 


. Netherlands 
. New Zealand 


on 
7 


¥ 


= 


ee eerarte 


28 


. Turkey 

Ukrainian Soviet Socialist Republic 
. Union of Soviet Socialist Republics 
. United Kingdom 

. United States 


. Uruguay 
s Vatican’ City 


. Venezuela 


po 


“I 





First period |Second period| Third period a 


(1950-51) 


2, 128, 255 
12, 007, 500 
99, 408 


1U. N. Document E/2566, E/TAC/REP.3, pp. 265-266. 








(1952) 


e 
te 
BESS8o2%o 


— 


BRe eo BRA piss 
SESSSSSSSSSSRSSESSLE 


S 


1, 260, 151 
11, 400, 000 
50, 000 


18, 797, 232 





(1953) 


ESPa noha 
| BSZSSSsss 


12, 767, 145 
75, 000 


22, 394, 167 


3: spS.858S2 
SSE2Sesss 


58 
33333 


a 
Re 


nacre 


FEBRS ess 


oFloBS-Lprok ewer BRS 
BSSSSSESSSS US SSESceessssssss 


sseeee 


moe 

Brn As 
3 
one 


sn8i 


24, 284, 529 





SS 





DEVELOPMENT OF TECHNICAL ASSISTANCE PROGRAMS 173 


TABLE 32.—Contributions outstanding for the first, second, ond third financial 
periods as at June 18, 1964} 











United United 

States States 

Pledging government dollar Pledging government dollar 

equiva- equiva- 

lent lent 
First FINANCIAL PERIOD THIRD FINANCIAL PERIOD 
(1950-51) 953) 
9, Gipebtbatat si tine ncdepenccnccchous $11, 410 Be, Seals ciishianepdabcopealtassenibeancardeenreal $13, 500 
a Wit crete tne aicnisninnsearimelens , il i ccadnchunuintivnnnaihe samen 84, 908 
i, Mi nnahbcadidbcecascnsttibbhdadinadi 34, 838 
elon aan aeeetin initia ieee ies 110, 818 alain acnGacdibbeke decent 50, 000 
Go did cibtinnaccdecdtindindones 20, 000 
SECOND FINANCIAL PERIOD SS EE EOE Ss 5, 000 
(1952) Ee SE on cndsencdddenwanans ana itaman 93, 000 
5: GOs. dic dedbereocnieb coke 50, 000 Se Sl ccndhbcunsiioninieasiincnis AN ree 4, 857 
D, BREESE ieeticnennancebonnnoctsbent’ 2, 000 O.. BT. « aabbinteicdenccedndigindotheitnn 10, 000 
Oe Se dee de ueshutattenel ee SVGGe |] Bee WEUOUR® <. cnwdeces ~cacs+dunaiineten 375 
4. United State of America............-- 650, 000 —— 
DOU neti o0nno2 eae 316, 478 
anche dtininsins wesiiaees Semaine 704, 160 
SUMMARY 
[In United States dollar equivalents] 
Ist financial 3d financial 
period 1950-51} 24 financial | Teriod 1953 
(revised) | P© (revised) 

Total amount of contributions pledged .....................-. $20, 035, 578 | $18, 797, 232 $22, 394, 167 
Contributions received in previous year(s).................... 19, 885, 160 17, 791, 797 18, 939, 010 
Balance due as at Jan. 1, 1954..........................- 150, 418 1, 005, 435 3, 455, 157 
Total amount of contributions collected in 1954 to date.......- 39, 600 301, 275 3, 138, 679 
Balances as shown above....................... Lanentiibe | 110, 818 704, 160 316, 478 


1U. N. Document E/2566/Add.1; E/TAC/REP.3/Add.1, 18 June 1954. 
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TaBLe 33.—Pledges to central account, local contributions, and funds allocated for 
country assistance—Calendar year 1954! 


Contribu- Estimated | Total pledges} Funds allo- 

tions and local contri- | to central eated for 

pledges to | Percent | butions by | account and country 
central assisted gov-| local con- assistance 
account ernments tributions | (estimated) 


North America: 
United States 2 $13, 861, 809 
Canad 1, 500, 000 


15, 361, 809 








Near East and Africa: 
— projects 














1, 903, 410 
5, 000 
707, 000 
7, 100 
797, 000 


9, 611, 915 








See footnotes at end of table, p. 
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TABLE 33.—Pledges to central account, local contributions, and funds allocated for 
country assistance—Calendar year 1954—Continued 


Contribu- Estimated | Total pledges} Funds allo- 
tions and local contri- | to central cated for 
pledges to butions by | account and country 
central assisted gov-| local con- 
tributions 


Asia and the Far East: 
Regional projects 
Australia 


g 


BB 
& 
2 


g 
BS 


23 
BB 


os 
—s 
38S 


oe 


SBE 
$33233S333S33 


~~ 
> 


> 
#3 


North Borneo 
New Zealand 
Pakistan - . ._-- 


8 


BSSSSSsSSSSSS8 
3 aBSund38 
BIESBSVSIAS SSE 


Nn 
= 
wo 


» 
BiSsx3=.28 


s 
shen, 83 
S28SSE3 


es 


5 
541 
909 


8 


2 


BES 
ebESEEES 
$333322222832S85 


a 


388 


= 
CO et ee 
BESSS8 


So bE 


> 


33332,3332333 


on 
s 


sf 


Ta 


Uruguay 
Venezuela 
British Guiana 


$22333833835 


SRos 


417, 252, 477 


1 Hearings before the Senate Foreign Relations Committee on the Mutual Security Act of 1954, pp. 384-385. 

2 Of this amount, $9,957,621 was pledged subject to congressional approval. 

3 The United States pledge represents approximately 22 percent of the total of pledges to the central fund 
and local contributions by assisted governments. 

4 The total of funds allocated for 7 assistance is the estimated cost of — approved by the 
Technical Assistance Board in December 1953 for execution in 1954. Additional projects may be approved 
as funds become available. The total shown does not include estimated central inistrative and indirect 
— — of the participating organizations or the estimated cost of the secretariat of the Technical 
Assistance Board. 
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TasLe 34.—United States appropriations and pledges toward U. N. calendar year 
program and fiscal year funds from which pledges are met, 1952-56 } 


| 


Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1952 1953 1954 1955 


Appropriation. $12, 000, 000 $8, 171, 333 $8, 500, 000 $9, 957, 621 


Estimated 
calendar 
year 1955 


Calendar Calendar Calendar 
year 1952 year 1953 year 1954 


United States pledge $11,400,000 | $12,767,145 | $13,861,809 | $16,000,000 
Fiscal year 1952 funds 
Fiscal year 1953 funds 8, 171, 333 
Fiscal year 1954 funds 4, 595, 812 
Fiscal year 1955 funds 9, 957,621 | *[ $, 000, 000) 











1 Report of the Senate Committee on Foreign Relations on the Mutual Security Act of 1954, July 13, 1954, 
S. Rept. 1799, 83d Cong., p. 64. Table revised, Nov. 8, 1954. 
2 This sum has been authorized but not appropriated. 


TaBLE 35.—Obligations by United Nations specialized agency, 1950-541 





1954 
estimated 
obligations 


1950-51 1952 1953 
obligations | obligations | obligations 


$1, 196, 733 
336, 316 
2, 013, 347 


$5, 432, 200 $5, 279, 592 
1, 875, 562 2, 268, 106 
6, 355, 577 6, 049, 060 


302, 056 
1, 332, 865 
179, 480 


941, 542 1, 014, 940 
4, 353, 970 4, 178, 806 
475, 516 1, 299, 490 


6, 436, 251 | 22, 968, 129 22, 817, 075 


1, 075, 454 | 3, 533, 762 2, 727, 081 


1U. 8. Department of State, UNI July 12, 1954. 
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Ill. ORGANIZATION OF AMERICAN STATES TECHNICAL ASSISTANCE 
PROGRAM 


TABLE 36.—Status of contributions pledged and paid for the program of technical 
cooperation 1951-64! 


1951 program 
Member country 


Colombia 
Costa Rica 
Cuba.. 


Dominican Republic 


Ecuador 

E] Salvador 
Guatemala 
Haiti 


United States-.......-- 


Uruguay 


Pledged 


B33; 


poe Tp S 
ao 


+ 
HSes 


poss esnom 
= S2eS8 
ssesssssnsse 


Be 
PN 
ak 
83 


Paid 


Oo 
eI 


PHEPovoapos rps! 
om Cre & OO 
HSHS3i3% 

SSBsssssesss 


BR: SBRESS 


% 
r<) 
83 


B 
~~ 
oo 
on 
~ 


pREB~ 


BaSS85 


WON APAAN 
a~ 


= 


268 
s8s88s3888s8eses 


33 


pe 
= 
38 


23 
Ss 
25 
se 


— 
wo 
od 
we 


Venezuela 


'” 


1, 264, 050. 40 


" 


1, 264, 050. 40 | 1, 196, 894. 46 





1, 172, 363. 46 


1953 program 1954 program 


Member country 


Pledged Paid Pending Pledged 


Argentina 


cha ahh snilahis ina 'n one 
Chile - -- ‘ i 
CO Sdiusmietembiiokiers 
Costa Rica 

Cuba 

Dominican Republic..-.---. 


E] Salvador 
Guatemala..-.- 


$3388 


ope iona 
~ 
= 
> 


af 


eo Sat recs 
Venezuela 


799,636 | 631, 256. 87 


1 Organization of American States, ESSE-Doc, 11/54 (English), Aug. 17, 1954, pp. 76-77. 
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FOREWORD 


One of the specific questions which Senate Resolution 214 directs 
the Subcommittee on Technical Assistance Programs to consider is 
“the relationships between the technical assistance programs of the 
United Nations and of the Organization of American States and those 
conducted by the United States.” 

This study of the multilateral programs has been prepared by Pat M. 
Holt of the staff of the Foreign Relations Committee for the informa- 
tion of the subcommittee. It describes the technical assistance pro- 
grams of the United Nations, the Organization of American States 
(OAS), and the Colombo plan. 

Congress will shortly be called upon to decide a number of questions 
regarding American policy toward these programs. Foremost among 
these questions are: 

1. To what extent should the United States participate in multi- 
lateral programs? In 1954, for every dollar which the United States 
contributed to the multilateral programs, it spent approximately $7 
on its own bilateral program. Would American policy objectives be 
better served by increasing or decreasing, or even by eliminating, the 
proportion going to multilateral agencies? 

2. Should the United States change its method of contributing to 
the U. N. and OAS activities? As things now stand, no contribution 
to the U. N. can be pledged until the funds have been appropriated. 
Can a method be devised which will not only preserve congressional 
freedom of action but which will also give the U. N. advance knowledge 
of what contribution to expect from the United States? A collateral 

uestion is whether United States contributions should be made to 
the U. N. central account, as in the past, or to the individual specialized 
agencies, such as the Food and Agriculture Organization and the 
World Health Organization. 

The present study explores some of the considerations involved 
in these and other questions relating to the multilateral programs. 
It is hoped that this objective discussion of the problems will be 
helpful to members of the subcommittee and of the Senate generally. 
No inferences should be drawn from this study as to the views of the 
subcommittee. 

MIKE MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 
Marca 11, 1955. 
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I. Unitep Nations 
7 


cc ‘ec 


A. THE ‘‘REGULAR”’ AND ‘‘' EXPANDED” PROGRAMS 


Although the United Nations expanded technical assistance pro- 
gram dates from 1950, the U. N. has carried on technical assistance 
as a part of its regular work since 1946. 

“Constitutionally,” said David Owen, then head of the U. N. 
Economic Affairs Department, writing in The Annals of The Ameri- 
can Academy of Political and Social Science in July 1950, “it is a 
question of obligation,” 

Among the purposes of the U. N. stated in article 1 of the charter 
is ‘to achieve international cooperation in solving international prob- 
lems of an economic, social, cultural, or humanitarian character. * * *” 
The preamble to the charter records the determination of “the peoples 
of the United Nations * * * to promote social progress and better 
standards of life in larger freedom” and ‘‘to employ international 
machinery for the promotion of the economic and social advancement 
of all peoples.” 

Chapters IX and X of the charter elaborate somewhat on these 
objectives. Under article 55, the U. N. is to promote, among other 
things, ‘“‘higher standards of living, full employment, and conditions 
of economic and social progress and development.”’ Responsibility 
for these functions is vested in the General Assembly and, under its 
authority, in the Economic and Social Council. Provision is made 
for bringing the various specialized agencies into relationship with 
the U. N., for initiating negotiations looking to the creation of addi- 
tional specialized agencies, and for establishing economic, social, and 
other commissions. 

Some of the specialized agencies were carrying on technical assist- 
ance programs even prior to formation of the U. N. The Interna- 
tional Labor Organization, for example, had sent advisory missions 
on labor problems to its member countries from time to time ever since 
it was established in 1919. 

The immediate antecedent of the U. N. program, however, was the 
social welfare advice which the United Nations Relief and Rehabilita- 
tion Administration provided to war-devastated liberated countries. 
These advisory services were taken over by the U. N. in December 
1946 under the terms of General Assembly Resolution 58 (I). Under 
this resolution, experts were sent to advise governments on welfare 
services, fellowships were provided for training officials in social wel- 
fare, and advice was given on the manufacture of prosthetic appliances 
and the vocational training of physically handicapped persons. 
Demonstration equipment and technical publications were also 
furnished. 
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The program was at first limited to countries which had received 
help from UNRRA, but it has subsequently been extended to include 
all countries which ask for this type of assistance. Its object has been 
officially described as “the stimulation of social progress for its own 
sake and not only as an aspect of economic development.”’ ! 

U.N. technical assistance activities were broadened by two addi- 
tional resolutions of the General Assembly in December 1948. One of 
these (Resolution 200 (III)) provided for advice on economic develop- 
ment programs, fellowships for foreign training of technicians from 
underdeveloped countries, and help in the organization of short-term 
training institutes within those countries. The second (Resolution 
246 (III)) established an international center for training in public 
administration. 

In the meantime, the various specialized agencies continued their 
own. technical assistance activities. These activities, like those of 
the U. N. proper, were, and are, provided for in the regular budgets 
of the agencies and are known as the “regular’’ technical assistance 
programs as distinguished from the ‘expanded’ program instituted 
in 1950. 

It is difficult to measure the extent of technical assistance carried 
on under the regular budgets of the specialized agencies. By the 
very nature of these agencies, their work is technical and could be 
called ‘‘technical assistance’’ whenever somebody benefits from it. 

Figures supplied by the Department of State from the reports of 
the agencies Tamaleas indicate that these regular programs, in 
total, amount to between one-fourth and one-third of the expanded 
program, with wide variations between agencies. Here are the 
figures for 1953: 
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Technical assistance 






Regular 
program 














Expanded 
program 






ibd tb icanidth cidiicotibhdbedviecadssdisdéascdcccddwcassscct 


Food and Sota it cc ie rtuninee gues 200 
ee ee ok 2 Ch 2 oT en abhsdegenccdecccrnmacesaccceu 3, 900 
U. N. Educational, Scientific, and Cultural Organization...............----- 800 
SID IN CN  ugeabaceaswonscheserbouce 100 
International Civil Aviation Organization.......................--.-...-..-- 0 
International Telecommunications Union..........-...-....------.--------- 0 
World Meteorological Organization.............-...--.----.----------------- 0 











Nee ee inti mlatecsatbah 6, 800 22, 817 


An independent observer, however, has estimated the total technical 
assistance expenditures under regular budgets “at perhaps * * * 
$20 million annually,” or roughly the same size as the expanded 
program.? 

his estimate is based on an allocation of two-thirds to three-fourths 
of the annual budgets of ILO, FAO, WHO, and UNESCO to technical 
services to governments and private organizations, ‘‘with a somewhat 
smaller proportion in the case of ICAO.” 












1 United Nations Papertmant of Public Information, United Nations Technical Assistance, Background 
Paper No. 74, Jan. 1, 1953, p. 5. 

2 Walter R. Sharp, The Institutional Framework for Technical Assistance, International Organization, 
August 1953, p. 343 
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The activities carried on under the regular and expanded programs 
are frequently similar, but there is a distinction in purpose, or at least 
in emphasis. The “expanded” program is more heavily oriented 
toward economic development of underdeveloped countries. Although 
the “regular” programs likewise contain many projects which have 
this end in view, they also include some which do not—for example, 
WHO’s mental-hygiene work in Western Europe. 

In addition to, and separate from, these operations are the technical 
assistance activities of the International Bank for Reconstruction 
and Development and the International Monetary Fund. The bank 
has sent a number of missions to underdeveloped countries to make 
economic surveys and draw up plans of development. The fund has 
given technical advice to some countries on foreign exchange and 
currency problems. These two agencies are self-supporting and do not 
require annual contributions. 

he technical-assistance aspects of the work of the United Nations 
Children’s Fund (UNICEF) should also be noted. Although origi- 
nally established to carry out primarily relief activities, UNICEF 
has recently given increasing emphasis to long-term maternal and 
child-welfare projects, sometimes in cooperation with FAO, WHO, 
or the United States bilateral program. UNICEF is financed by 
voluntary contributions. 

The United States contributions to the regular technical assistance 
program, like the contributions of other countries, are included in the 
annual assessments levied by the specialized agencies on their mem- 
bers and are not stated separately. In 1954, the United States con- 
tributed the following percentages of the budgets of the U. N. and 
the agencies conducting regular technical assistance programs: 


Percent 
United! Nations. posi s. <-. seuesus cnenisutuindeseeedl_od eb metousebh 33. 33 
Food and. Agriculture, Organization s <<< iscccwes dnc nemeweshasdéwemenad 30 
WY OFIG TIORIGH COPMOMISNCION 6 ok oo Shak kk cin dew ccsoneknsudo tee eaben 33. 33 
United Nations Educational, Scientific, and Cultural Organization_.-...- 33. 33 
International Labor Organisation iwc os6 5d od bbe wed nn an te tesenlopenves 25 


On the basis of these percentages, the United States contribution 
to U. N. regular technical assistance programs would range from 
approximately two and a quarter million dollars to perhaps as much 
as seven and a half million, depending on how one measures the size 
of the “regular” programs. This amounts to from one-fourth to 
three-fourths of the United States contribution to the expanded 
program. In any event, the United States contribution is much 
smaller percentagewise to the regular than to the expanded program. 
In no case does it amount to more than one-third whereas in the 
expanded program it has consistently been more than one-half. 

The immediate impetus for the establishment of the expanded 
program came from President Truman’s inaugural address in 1949 
in which he enunciated the point 4 concept and declared that, amon 
other things, it “should be a cooperative enterprise in which all 
nations work together through the United Nations and its specialized 
agencies wherever practicable.” 

Following this speech, the United States offered a resolution in the 
U. N. Economic and Social Council requesting the Secretary General 
to prepare a comprehensive plan for an expanded cooperative pro- 
gram of technical assistance for economic development. The Secre- 
tary General’s report, prepared in cooperation with the executive 
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heads of the specialized agencies, was completed in May 1949, and 
in August the Economic and Social Council adopted a resolution (222 
A (IX)) ee the program. ‘The General Assembly gave its 
unanimous approval in resolution 304 (IV) November 16, 1949. 


The first pledging conference was held the following June, and 55 
governments agreed to contribute $20 million for the first financial 
period, which covered the 18 months from July 1, 1950, to December 
. 1, 1951. Subsequent financial periods have been on a calendar year 

asis. 


B. ORGANIZATION AND ADMINISTRATION 





The organizational structure of the U. N. Expanded Technical 
Assistance Program is shown in the chart on page 185. Overall admin- 
istration is done by the Technical Assistance Board which consists of 
the executive heads, or their representatives, of the participating 

encies. The Board has an executive chairman appointed by the 

. N. Secretary General after consultation with the agencies. 

Actual operations are carried out by the specialized agencies and 
the U. N. Technical Assistance Administration which is a sort of 
catchall organization created to cover fields in which no specialized 
agency existed—i. e., industry, transport, mining, public administra- 
tion, and social welfare and community development. U. N.-TAA 
also administers the technical assistance programs of the International 
Telecommunications Union and the World Meteorological Organiza- 
tion. 

Since the program was set up in 1949, there have been a number of 
significant organizational changes. These related to the operations of 
the Technical Assistance Board, to the appointment of U. N. resident 
representatives in countries receiving technical assistance, and to 
allocation of funds to the participating agencies. All of these changes 
have been in the direction of centralizing administration of the program. 


Technical Assistance Board 


As it was originally established, the Technical Assistance Board did 
not have an executive chairman; the Secretary General of the U. N., 
or his representative, served as chairman ex officio. Within the 
TAB, each participating organization was to inform the others of 
requests to it for technical assistance. Each organization was to 
present annually its proposed program for the ensuing year, the TAB 
was to examine these programs in relation to each other and to make 
recommendations to the Technical Assistance Committee for trans- 
mission to the Economic and Social Council. The TAB was likewise 
to be a forum for general discussion of problems of coordination. Its 
decisions, on all but procedural matters, were to be “by general 
agreement. i 

In 1952, the Economic and Social Council provided for a full-time 
executive ‘chairman of the Technical Assistance Board (resolution 
433 A (XIV)). At the same time, it provided that although the 
Board would “‘normally” act through general agreement, it could also 
act through agreement between the executive chairman and a majority 
of the members present and voting. In cases of disagreement between 
the executive chairman and such a majority, either could refer the 
question to the Technical Assistance Committee. 

Moreover, the executive chairman is authorized to act on the 
Board’s behalf when it is not in session, to make recommendations to 
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UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL 
ASSISTANCE 


GENERAL ASSEMBLY 
(60 GOVERNMENTS MEMBERS 
OF THE UNITED NATIONS) 


ECONOMIC & SOCIAL COUNCIL 
(18 GOVERNMENTS) 





TECHNICAL ASSISTANCE COMMITTEE 
(SAME MEMBERS AS COUNCIL) 


TECHNICAL ASSISTANCE BOARD 


(AGENCIES & EXECUTIVE CHAIRMAN) 





UNITED NATIONS INTERNATIONAL 
TECHNICAL BANK FOR 
ASSISTANCE RECONSTRUCTION 

ADMINISTRATION & DEVELOPMENT 


INTERNATIONAL 
CIVIL AVIATION 
ORGANIZATION 


INTERNATIONAL INTERNATIONAL INTERNATIONAL 
LABOR TELECOMMUNICA- MONETARY 
ORGANIZATION TIONS UNION FUND 





UNITED NATIONS 


EDUCATIONAL, SCIEN- WORLD 


METEOROLOGICAL 
ORGANIZATION 


TIFIC & CULTURAL 
ORGANIZATION 





NOTE,.. 
THE BANK & FUND 
PARTICIPATE IN THE 
WORLD FOOD AND TAB AS OBSERVERS, 
HEALTH AGRICULTURE THEY DO NOT RECEIVE 
ORGANIZATION ORGANIZATION FUNDS FROM THE EX- 


PANDED PROGRAM, 














186 MULTILATERAL TECHNICAL ASSISTANCE PROGRAMS 





it on proposed activities, and to evaluate the effectiveness of the 
various participating agencies. He has also been given authority to 
allocate up to 5 percent of the funds available during a year to meet 
“urgent needs which may arise during the implementation of the 
annual program.” 


Resident representatives 


In most countries where the U. N. carries on a technical assistance 
program of significant size, there is a resident representative, who is 
responsible to the Chairman of the Technical Assistance Board and 
who functions at the country level in a manner roughly analogous to 
that in which TAB functions at the international level. 

It is the job of the resident representative, in addition, to provide 
administrative services for all the U. N. agencies and experts operat- 
ing in the country. Beyond this, however, he is supposed to exercise 
a general coordinating influence, in cooperation with officials of the 
government concerned and with officials of any other technical- 
assistance programs that may be in operation. 

Except as he can exercise it through qualities of personal leadership, 
however, the resident representative does not have the authority of 
the United States mission chief. He is responsible to the Technical 
Assistance Board, while the various technicians whose work he is 
supposed to coordinate are responsible to their own specialized 
agencies. In some cases, requests for assistance have been agreed to 
by a specialized agency without the knowledge of the resident repre- 
sentative. Although this practice appears to be less prevalent toda 
than it was 2 years ago, there is considerable evidence that the cenuae 
ized agencies have been something less than enthusiastic toward even 
the idea of a resident representative. They have expressed the view 
that a resident representative has only a limited field of usefulness, 
and this in purely administrative tasks, but, in the opinion of the 
U. N. Advisory Committee on Administrative and Budgetary Ques- 
tions, they have failed to make adequate use of his services even 
there. Some agencies continue to provide administrative and support 
services which could be performed by the resident representative, and 
some have even gone so far as to establish their own regional repre- 
sentatives. In the words of the Advisory Committee’s report to the 
Ninth General Assembly, this “involves much overlapping and 
proliferation of staff.” 

In July 1954, the Economic and Social Council moved to strengthen 
the resident representative’s position somewhat by directing that 
country programs should be formulated “by the requesting govern- 
ments in consultation with the resident representatives.’”’ This was 
approved by the General Assembly in November 1954. 


Agency allocations 


At the beginning, the Technical Assistance Board was bound to 
allocate the bulk of the funds according to the following scale: 


Percent 
Ne eee ee Bed maewinmm ei mei 23 
NEE SIO UIIIOEINNOND eo ne 8g Eden cconcmccccuces 11 
Food and Agriculture Organization... .............-.-.-...--..------2- 29 
United Nations Educational, Scientific, and Cultural Organization._....._- 14 
International Civil Aviation Organization................--.--_---------- 1 


LLL LL A PE 22 
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This scale has governed the allocation of varying amounts of the 
funds available to the expanded. program. For the first financial 
period, from mid-1950 through 1951, the scale applied, to all, of, the 
first $10 million in contributions and to 70 percent. of the second $10 
million. In 1952, it applied to 50 percent of all contributions and_in 
1953 to 50 percent with a proviso that a minimum of $10 million 
was to be allocated according to the scale. | In 1954, the scale applied 
to 75 percent of total contributions... The table below shows actual 
obligations by each agency and by the Technical Assistance: Board. 
This scale, however, was abolished by ECOSOC in July 1954, and 
TAC was given power to make all allocations on the basis of requests 
submitted by governments, and subject to the confirmation of the 
General Assembly. No specialized agency is to suffer a reduction of 
more than 15 percent from the preceding year (unless, of course, the 
total funds available are reduced by more than that amount), _ The 
new method of allocation will be effective for the 1956 program. 


United Nations expanded program of technical assistance, obligations by agency, 
1950-54 



































1950-51 1952 1953 1954 
«sande dansk casi dediedieinin octane 
Obligations ent Obligations cent Obligations cent Obligations cent 
ee ee ee dae ee ne 7. i ore ! 
Ws Pisecas ckededene $1, 196, 733 18.6 | $5, 432, 200 23.7 | $5, 279, 592 23.1 | $4,653, 408 23. 84 
BBO i. .cvticpedddoadsh 336, 316 5.2 1, 875, 562 8.2 2, 268, 106 9.9 1, 963, 275 10, 06 
cian ahataneatidaaiiiadan 2, 013, 347 31.3 | 6,355, 577 27.7 | 6,049, 060 26.5 4, 714, 747 24:16 
UNBESCO........... 1, 075, 454 16.7 | 3,533, 762 15.5 2, 727, 081 12.0 | 2,416,290 12. 38 
ae ere 302, 056 4.7 941,542 4.1 1,014, 940 4.4 753, 782 3. 86 
WT Pint cvnueresenae 1, 332, 865 20.7 | 4,358,970 19.0 | 4,178, 806 18.3 | 3, 739, 000 19.16 
POR siiciiicceadste 179, 480 2.8 475, 516 2.1 1, 299, 490 5.7 1, 277, 300 6.54 
Tete WLLL. 6, 436, 251 100.0 | 22,968, 129 100.0 | 22,817,075 | 100.0 | 19, 517,802 | 100. 00 
| 








1 Includes International Telecommunications Union and World Meteorological Organization. 


There has been a discernible trend toward centralizing the United 
Nations program, though it remains loosely organized compared to the 
United Sane program. In the beginning, TAB’s examination was 
made of the programs of the s atate agencies in relation to each 
other. TAB looked at the elieite rogram of the Food and Agri- 
culture Organization, for example, as related to the worldwide program 
of UNESCO. 

TAB now looks first at a country program, and fits the agencies’ 
operations into that. 

If the United States technical assistance program were organized 
comparably to the U. N. program, there would be no Foreign Opera- 
tions Administration but instead an interdepartmental committee com- 
posed of representatives of Departments such as Agriculture, Labor, 
and Health, Education, and Welfare. Each of the Departments 
concerned would have its own experts in the field, and each would have 
its own administrative facilities in Washington. The experts would be 
responsible, not to the FOA mission chief or the ambassador in each 
country, but to their own departments. 

This is, indeed, roughly the situation which existed in regard to 
United States bilateral technical assistance prior to passage of the Act 
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for International Development in 1950. In the early days, when the 
United States program was very much smaller, it was largely carried 
out by the individual departments concerned. As the United States 
program has expanded, centralization has proceeded apace—the same 
trend that is noticeable in the U. N. program, but at a much faster 
tempo. 

Differences inherent in bilateral and multilateral programs, however, 
make it unsound to carry analogies too far. For one thing, the 
specialized agencies do not by any means have the same relationship 
to the United Nations as do United States executive departments 
to the United States Government. The latter are parts of the United 
States Government and in their actions are indistinguishable from 
it. The specialized agencies, on the other hand, are not parts of the 
U. N.; they are separate, independent international organizations 
of sovereign states. This distinction is not always made, however, 
by the private citizens with whom the various agencies come into 
contact. 


Administrative costs 


Considerable attention has been given to U. N. administrative 
costs, and some of the most vigorous criticism has come from within 
the U. N. itself. The Advisory Committee on Administrative and 
Budgetary Questions in a report in June 1954 found that “the level 
of administrative expenditure appears to be unduly high.” Overall 
administrative and indirect operational costs of the expanded pro- 

am, the Committee reported, amounted to 22 percent of the total 
in 1953 and to 21 percent in 1954. The Committee recommended 
efforts to achieve a reduction to 17 to 19 percent in 1955 with an 
ultimate goal of 12 percent. It pointed out that current administra- 
tive costs are particularly high in view of the many administrative 
services provided by recipient governments. 

The Committee attributed this high level of administrative costs 
to a number of factors, most of them having to do with the program’s 
organizational dispersal among the specialized agencies. 

he Committee found, for example, that the specialized agencies 
draw too sharp a distinction between the “regular” and the “ex- 
panded” programs. It criticized a tendency on the part of the 
agencies to set up separate technical assistance departments to deal 
with expanded program activities. This is contrary, the Committee 
pointed out, to the principles laid down by the Economic and Social 
Council that the activities of the agencies under the expanded pro- 
gram “should be such as to be suitable for integration with their 
normal work’”’ and that the agencies should “insure the fullest use of 
any existing facilities.”’ 

The committee further noted that “administrative arrangements 
and administrative procedures continue to be governed by factors 
which, as it seems, have less to do with the exigencies of the program 
than with the constitutional relationship between those organizations.” 

It is virtually impossible to compare U. N. and United States admin- 
istrative costs. For one thing, the U.N. figures cited above include not 
only purely administrative costs but also “indirect operational costs.” 
If these latter are omitted, the cost of administration is reduced by 
about half. For another thing, the United States program is not ad- 
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ministered independently and one cannot break out of the FOA 
budget that portion devoted to administering technical, as dis- 
tinguished from economic, assistance. When the United States pro- 
gram was administered separately by the Technical Cooperation 
Administration in the Department of State, however, administrative 
costs ran to about 11 percent. 


Cc. FINANCE 


From the beginning, the U. N. expanded technical assistance pro- 
gram has had finance as one of its major problems. The “regular’’ 
technical assistance program is paid for out of the regular budgets of 
the U. N. and the specialized agencies and is therefore financed through 
assessments on the member states, as a part of their dues of member- 
ship. This is not true of the “expanded’’ program which depends 
on voluntary contributions and consequently leads a somewhat pre- 
carious financial existence. Through the end of 1954, the voluntary 
contributions had always been forthcoming, but sometimes so close 
to the last moment as to keep the program in a constant state of 
uncertainty. 

The history of contributions to the expanded program is set forth 
in the tables on pages 10-12. The story of United States contribu- 
tions, which have ranged between 55 and 60 percent of the total, is 
shown in the table on page 193. 
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Unitep Navions ExpaANDED PROGRAM OF TECHNICAL ASSISTANCE CALENDAR 
Yrar 1955 


Contributions pledged as of Jan. 31, 1955 





Amount pledged Amount pledged 

Country (dollar equivalent) Country (dollar equivalent) 
Afghanistan. .......-.-.- 10, 000 | Indonesia___-_......---- 65, 790 
Argenting.s.i=.. 2.0.6 6% OL CSS i eee are 50, 000 


een ee ew em owe ’ ee 
ee wm em ee em ew eee * ee 
ee ee J ere mw me we we wm ew we ee we eee 
em ene eee wm ee ee eee ee eee 
wee wwe eee em ew eee weer eee mm wm eee ewe eee 
www wwe 8M, VVUYU ] UAT IIVUUI Be ee ee ee ee eee ewe 


jue dibe+> cece i ae PROG 2 5..-ok eG 
SR i ek in | cute i NR tac modewns 8, 000 
NON Be ie 140, 000 | Philippines. _.........--- 55, 000 
Costa M00: é.¢==5555-5- Polene-- =< 5--656555<55-- 75, 000 


Bean. eis ee Ukrainian 8. 8. R._...--- 
Pe Ee ol. see eas United Kingdom_-_-_-_-___-- 


-- wee www eww wee ee ee 









EE kee bscaccscc Votioen- City =--< ===. ==<-= 
SOD ic ectin paanptibdn-et 5, 000 | Venezuela__..........-_. 150, 000 
sumone side Ss Se 4,500) Yugoslavia... ..........-< 82, 500 
RIE. be dB ob oodines bac 12, 000 es 








Number of countries pledging for 1954_.__......---------------- 73 
Number of countries pledging for 1955__.-..-_....-------------- 61 


Number of countries increasing pledges over 1954 pledges- - - - - ---- 21 










Contributions paid as of Feb. 28, 1955 


A DS RE GRE SE SE Oe ee ee ee ee ee $72, 390 
I oc ot Sos Sok § teh odode eomh geuk Same de 840, 000 
duct dekikcnphsdebedapecepesupscnesinhednbeons es 2, 000 
RE eS a aD ee ed de ree ee oe baa a 100, 000 


LEiipdowddtedinbhdehdquh saan edereasecnenscosgempea 1, 014, 390 
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United States contributions to United Nations expanded program of technical 





assistance 
United States 
Amount 
; ‘ Amount Pledge for calen- 
ad Sts < Y 
United States fiscal year authorized oerrone dar year U. N. Remarks 
program 
Ending June 30, 1951. ._-.- $12, 007, 500 |$12, 007, 500 |$12, 007, 500 (1950-51) - 
Ending June 30, 1952... - ..} 12,000. 000 | 12,000, 000 | 11, 400,000 (1952).... 
Ending June 30, 1953.......| 14, 708, 750 8, 171, 333 | 12, 767, 145 (1953) ...| $8,171,333 paid from fiscal 


year 1953 funds. 

$4,595,812 was pledged sub- 
ject to the appropriation 
of funds, and subsequently 
paid from fiscal year 1954 


funds. 

Ending June 30, 1954_-..... 12, 750, 000 8, 500, 000 | 13, 861,809 (1954)....; $3,904,188 paid from fiscal 

year 1954 funds. 

$9,957,621 was pledged sub- 
ject to the appropriation 
of funds. This amount 
was appropriated for fiscal 
year 1955. 

Ending June 30, 1955_..-._. $39, 00R, G00:| C068, O08 1 ccckn no. cccanaiese Appropriation Act precludes 
any further United States 
pledge until funds have 
been appropriated. ? 


= mee $9,957,621 to pay balance of calendar year 1954 pledge and $8 million for approximately 44 of 
calendar year 1955. 

2On Feb. 10, 1955, President requested $8 million supplemental appropriation to cover contribution for 
first half of calendar 1955. 


In 1954, contributions were pledged by 74 countries—a number 
greater than the total membership of the U.N. Non-U. N. members 
making pledges included Austria, Ceylon, the Federal Republic of 
Germany, Finland, Ireland, Italy, Japan, Jordan, Korea, Laos, Libya, 
Liechtenstein, Monaco, Switzerland, Vatican City, and Vietnam. 
Cambodia, another nonmember, contributed in 1952 and 1953, but 
not in 1954. Among the members of the U. N. only the Union of 
South Africa has never contributed. 

Five countries—Canada, France, the United Kingdom, United 
States, and Soviet Union—together contributed $19.4 million, or not 
quite four-fifths of the total. The breakdown, aside from the United 
States contribution of $13.8 million, is as follows: 


Contributions of— 

$1,000,000 to $2,000,000 from 4 countries: Canada, France, United Kingdom, 
U. 58. 8... 

$500,000 to $1,000,000 from 2 countries: Brazil and the Netherlands. 

$250,000 to $500,000 from 6 countries: Argentina, Australia, Belgium, Den- 
mark, India, and Sweden. 

$100,000 to $250,000 from 7 countries: Colombia, Federal Republic of Ger- 
many, New Zealand, Pakistan, Switzerland, Turkey, Ukrainian 8. 8. R. 

$50,000 to $100,000 from 14 countries: Byelorussia 8. 8. R., Chile, Czecho- 
slovakia, Egypt, Indonesia, Iran, Israel, Italy, Japan, Norway, Philippines, 
Poland, Uruguay, Yugoslavia. 

$10,000 to $50,000 from 18 countries: Afghanistan, Austria, Burma, Ceylon, 
China, Dominican Republic, Ethiopia, Finland, Haiti, Iraq, Ireland, 
Liberia, Mexico, Peru, Saudi Arabia, Syria, Thailand, and Venezuela. 

Less than $10,000 from 24 countries: Bolivia, Cambodia, Costa Riea, Cuba, 
Ecuador, El Salvador, Greece, Guatemala, Honduras, Iceland, Jordan, 
Korea, Laos, Lebanon, Libya, Liechtenstein, Luxembourg, Monaco, 
Nicaragua, Panama, Paraguay, Vatican City, Vietnam, and Yemen 
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The resolution of tlie Economic and Social Council establishing the 
U. N. program laid down as one of the “guiding principles” that gov- 
ernments requesting technical assistance— 
should be expected to agree * * * normally to assume responsibility for a sub- 
stantial part of the costs of technical services with which they are provided, at 
least that part which can be paid in their own currencies. 

These local contributions amount to more than twice the U. N. 
allocations for country assistance—in 1954, $39.8 million against 
$17.3 million (both figures estimated). They are in addition to what 
the recipient countries pay into the central account. (See table, 


below.) 


Countries receiving U. N. technical assistance, 1954 





























Country 
U, N. fund Local con- | contribution 
allocation tribution or pledge 
(estimated) | (estimated) | to central 
account 
| 
Europe: 
iat Pata ee demmameoan $29, 989 $333, 000 $19, 231 
PUG ies s ie cseiscsis ein ceecsecce tsceusccctevescsve lv, 675 50, 000 10, 000 
a dl ahd ieee, Berns enntnnhion bhibk ntact Die 95, 341 35, 000 5, 000 
aie aaa aadieniaiias 1,015 3, 000 2, 806 
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Countries receiving U. N. technical assistance, 1954——-Continued 





Country 
U.N. fund Local con- | contribution 
allocation tribution or pledge 
(estimated) | (estimated) to central 





account 
Asia and the Far East—Continued 
Daicintegs i eras. ii cba dactdescldebbin ches és 3 $854, 470 $3, 071, 000 $166, 213 
IIL, « ccthntniiotn witch on cine é eke pean obits ‘ 260, 759 587, 000 55, 000 
Samoa Lise deo bol MIs a ye zs BOO Rs. ikl Sues 
indo nee entnn nnd td idl ccaintdideies wlan scanstiilaiielicensids 17, 508 RT Bile nertittidinen 
Singapore... ; shecdegnabaserdcurtast eae 91, 486 WG To inn oceeheneee 
Thailand... -_.. Sida ds dbbbadd deta dat $Ebi odb GARI baad 663, 753 1, 875, 000 40, 000 
atl -oinedréacevnstiacethcdnakeetin judi 10, 847 33, 000 7, 500 


5, 867, 330 20, 250, 000 887. 953 


Latin America: 





IGE DOUIIUED, conncdecudinseodenivtabumnseigsaheaah 1, 083, 731 ], ME Ls: ane piven 
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CO seen a crate anne pede terete soak ae 251, 037 525, 000 58, 909 
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Guatemala 144, 775 123, 7, 500 
Haiti......... 117, 124, 000 12, 000 
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En co cconsn sake en do teak itearasecataalecalt vmapalelbdi atoll 131, 235 . a. 3, 000 
weedy i213. eR La a a 257, 438 515, 000 8, 000 
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Wee o22cc2ccscce ate Ser ec oabascotonapeateLsetenee 42.150 5, 000 75, 000 
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117,252,477 | 39,785,000 | 2, 693, 827 
| | 


1 The total of funds allocated for country assistance is the estimated cost of projects approved by the Tech- 
nical Assistance Board in December 1953 for execution in 1954. Additional projects may be approved as 
funds become available. The total shown does not include estimated central administrative and indirect 
operational costs of the participating organizations or the estimated cost of the secretariat of the Technical 
Assistance Board. 


The fact is that, despite the financial vicissitudes to which it is 
subject, the program has not substantially varied in size since it got 
underway. ‘During the calendar years 1952, 1953, and 1954, its total 
obligations have amounted to $23 million, $22.8 million, and $19.5 
million, respectively. This is a variation of approximately 17 percent. 
By contrast, during the fiscal years of 1952, 1953, and 1954, obligations 
for the United States bilateral program (including an indeterminate 
amount of economic aid) have amounted to $121.7 million, $138.0 
million, and $108.8 million, respectively—a variation of almost 27 
percent. 


Problems of planning and management 


Although the United Nations program has so far eventually received 
the money to keep it on a relatively ¢ven keel, it has rarely had certain 
knowledge in advance that this would be the case. As a consequence, 
advance, long-range planning has been made extremely difficult. The 
same uncertainty of available funds characterizes administration of the 
United States program, of course, but appropriations for the United 
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States program have rarely come as late in the financial year as have 
contributions to the U. N. program. One of the reasons for this is 
that the United States, as the contributor of more than half of the 
U. N. funds, appropriates its contributions according to its own fiscal 
years, whereas the U. N. operates on a calendar-year basis. Thus, 
for the calendar year 1953 (which is also the U. N. fiscal year), the 
United States pledged $12.8 million. Of this amount, $8.2 million was 
appropriated for United States fiscal year 1953, and $4.6 million was 
appropriated for United States fiscal year 1954—which meant that it 
was not paid until the last 6 months of calendar 1953. 

The U. N. program’s financial operations are further complicated 
by the fact that it receives its money in literally dozens of currencies, 
some of which are not freely convertible. Thus, U. N. programs have 
to be planned not only with an eye on how much money is available 
but also with regard to the areas in which that money can be spent 
and the goods and services which can be bought in those areas. 

The U. N. has sought in three ways to bring greater financial 
certainty into the program. It has established a special reserve fund 
for which $3 million is set aside annually and which it is hoped will 
eventually reach $12 million. Existence of a fund of this size is 
expected to make it possible to plan on a longer range basis and to 
carry on programs out of reserves pending the receipt of new contri- 
butions. In addition, the U. N. has appealed repeatedly to govern- 
ments to pay their contributions as much as possible in convertible 
currencies and also, within constitutional limitations, to make pledges 
of contributions covering a number of years. 

Existence of a reserve fund should make possible better currency 
management, but the problem of inconvertible currencies can prob- 
ably never be completely solved except on a more general basis. 

A few countries have heeded the call to make pledges for more than 
1 year. In 1953, Indonesia made a 3-year pledge, and in 1954, 
Denmark, the Netherlands, Switzerland, and Italy made pledges of 
annual contributions which would carry through to 1959. 


Problems of United States policy 


As the contributor of more than half of the total, however, the 
United States is the predominant influence for fiscal stability or 
instability in the program. In the Mutual Security Act of 1954, 
Congress authorized the appropriation of $18 million, of which $10 
million was to meet the balance of the United States pledge for 
calendar 1954 and $8 million was for approximately one-half of the 
contemplated pledge for calendar year 1955. In the Mutual Security 
Appropriations Act, 1955, the $10 million for calendar 1954 was 
appropriated, but no appropriation was made for calendar 1955. 
Further, a proviso in the Appropriation Act forbade any subsequent 
pledge until appropriations had been made. 

The immediate effect of this action was to make it impossible for 
the United States to make any pledge for 1955 at the pledging con- 
ference held in November 1954, because funds had not been appro- 
priated even though they had been authorized. On February 10, 
1955, the President asked Congress for a supplemental appropriation 
of $8 million for the United States contribution to the U. N. program 
for the first half of the calendar year 1955. 
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There still remains, however, the question of the manner and extent 
of United States participation in the U. N. program, assuming that 
this country wishes to participate at all. 

One method might be an initial appropriation for 2 years, followed 
by annual appropriations, so that the contribution available from the 
United States would be known in advance. The appropriation might 
be made subject to a proviso that in no event could the United States 
contribution exceed 50 percent—or some other agreed percentage—of 
the total. This would provide a safeguard against the possibility of 
other nations reducing their contributions on the theory that the 
United States would take up the slack. A matching policy on the 
part of the United States might also encourage other contributors. 

This policy has been roughly followed in connection with United 
States contributions to the technical assistance program of the Organ- 
ization of American States. Even though funds have been appropri- 
ated, they are contributed in installments based on pledges and con- 
tributions from other nations (see p. 29). 

Another way for the United States to participate in the U. N. pro- 
gram would be through direct appropriations to the various specialized 
agencies concerned. This course, which would bypass the U. N. 
proper, was suggested after the Economic and Social Council scrapped 
the percentage allocation to the specialized agencies. 

In favor of appropriations to the specialized agencies, it is argued 
that Congress would be enabled to determine more precisely the pur- 
poses for which the appropriations would be used—e. g., health, agri- 
culture, etc.—and would not be put in the position of turning the 
money over to the U. N. with no strings attached. It is argued further 
that direct appropriations to the specialized agencies would make 
possible savings in central administrative costs and that the technicians 
in the specialized agencies are better able to plan intelligent programs 
than are the members of the U. N. Technical Assistance Board. Fi- 
nally, it is pointed out that members of the Soviet bloc do not partici- 
pate in the specialized agencies to the extent that they take part in 
the U.N. 

On the other hand, it is argued that appropriations direct to the 
specialized agencies would fragment the program and would make the 
problem of coordination even more difficult. One of the criticisms 
that has been leveled against the U. N. program is that each of the 
specialized agencies has naturally tended to emphasize the importance 
of its own particular field, to the detriment of a well-rounded develop- 
ment program. If all the contributors dealt directly with the special- 
ized agencies, it is argued, the results would be chaotic, and an analogy 
is drawn to the situation which would prevail if United States bilateral 
technical assistance funds were appropriated directly to the Depart- 
ment of Agriculture, the Department of Health, Education, and Wel- 
fare, and other agencies without reference to FOA or the State Depart- 
ment. It is recalled that the 1949 resolution of the Economic and 
Social Council establishing the U. N. program specifically provides 
that “contributions shall be made without limitation as to use by a 
specific agency or in a specific country or for a specific project.” 

In its appropriations for the United States bilateral programs, 
Congress has never attempted to specify funds for particular fields of 
activity, and has allocated funds among areas only in the most gen- 
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eral way. And as to participation of the Soviet bloc in determining 
how U. N. funds shall be spent, it is pointed out that the Soviet bloe 
already participates in some of the specialized agencies and may join 
others at any time, and in any event has no greater influence in the 
U. N. (through the Technical Assistance Committee and the General 
Assembly) than it has in the specialized agencies to which it belongs, 


Problems of Soviet participation 


The relationship of the Soviet Union to the U. N. technical assist- 
ance program raises important questions from both a financial and 
an operating standpoint. When the U. N. program was begun, the 
Soviets refused to have anything to do with it. In 1953, however, 
they suddenly announced a contribution of 4 million rubles ($1 million 
at the official exchange rate). The contribution originally had condi- 
tions attached to it which made it unacceptable to the U. N., but 
these were removed and it was paid early in 1954. 

For the 1954 program, the Soviets contributed another 4 million 
rubles, and for 1955 they have pledged an additional 4 million. 

One possible course for the United States to take would be to 
withdraw from the U. N. program entirely on the assumption that 
without United States support the program would fold up or that in 
any event the United States should not be a party to a cooperative 
enterprise in which the door is open to activities against American 
interests. Withdrawal from the U. N. program might be accom- 
panied by a corresponding—or even a greater than corresponding— 
increase in the United States bilateral program. 

An alternative would be to continue to contribute only to those 
U. N. agencies in which the Soviets do not participate. 

On the other hand, it is argued that either of these courses would 
leave United States policy at the mercy of the Soviet Union in that 
the Soviets could block American participation in any international 
enterprise, no matter how popular or worthwhile, simply by par- 
ticipating themselves. It is recalled that United States representa- 
tives in the U. N. constantly taunted the Soviets for nonparticipation, 
and it is feared that United States withdrawal would open the way for 
similar taunts from the Soviets. An offsetting increase in the United 
States bilateral program would lend credence, it is predicted, to 
Soviet propaganda that the United States program is imperialistic 
and that the United States is not interested in any international 
program which it cannot control. 

Those who take this view argue that the United States reaction to 
Soviet participation should be an even more vigorous American par- 
ticipation to counteract Soviet influence. Any other course, this 
argument runs, would amount to letting the Soviets take over the 
program by default. 

It should be noted that the conditions attached to the original 
Soviet contribution were that the money be used only by the U. N. 
Technical Assistance Administration, which would have meant for 
such purposes as public administration and community development. 
This is an indication of the fields of Soviet interest in technical assist- 
ance. The U.N. rejected the Soviet conditions and insisted that the 
contribution be made to the central account, or not at all. 

The question remains, however, of how the 12 million rubles in 
the U. N. technical assistance fund are to be spent. The prospect 
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of a Russian expert giving advice to, say, Indonesia, on a subject such 
as police administration is one calculated to alarm a good man 
Americans. It should be remembered, however, that under the U. N. 
program no technician can be sent into a country unless he is accept- 
able to that country. No Russian technicians have as yet been used 
under the U. N. program, though they have been sent abroad by the 
Soviet Government on a bilateral basis. 

On balance, it would probably be fair to say that at the beginnin 
of 1955, the U. N. expanded technical assistance program found itself 
rich in rubles and poor in dollars and embarrassed on both counts. 


D. RELATIONSHIP OF UNITED NATIONS AND UNITED STATES PROGRAMS 


There is no formal connection between the United Nations and the 
United States programs of technical assistance. There is, however, 
a wide variety of informal connections, most of them in the field, 
both between U. N. resident representatives and United States mission 
chiefs, and between the individual technicians working in the two 
programs. Coordination is also provided, in varying degree, by the 
recipient government. Since 1952, the United States Mission chiefs 
and the U. N. resident representatives have been under instructions 
from Washington and New York, respectively, to notify each other 
of all requests for assistance. 

In some cases,‘ the United*Nations"andjUnited’States have cooper- 
ated on specific projects. This cooperation usually takes the form of 
the United States supplying the equipment and the United Nations 
the technicians, though occasionally the reverse is true. In one case 
in Latin America, the United States operates a yellow fever control 
program with funds, materials, and equipment supplied by the Pan 
American Sanitary Bureau and some of the personnel supplied by 
the World Health Organization. 

The chart on page 20 diagrams the method of coordination, The 
recipient government plays an important role. Indeed, it may be 
said that the degree of coordination is almost directly dependent on 
the recipient government. 

Lack of coordination may result in duplication. On occasion, 
duplicate requests for the same assistance have been submitted to 
both the United States and the United Nations. Some overlapping 
has also resulted from too broadly or poorly defined projects. But 
a more important result of lack of coordination appears to have been 
a less than maximum use of available resources. Among those con- 
cerned with technical assistance, there is general agreement that co- 
ordination of the United Nations and United States programs has 
improved in the last few years. 

n many respects, the two programs are openeeapentars though 
many of their operating projects are similar. The United States, for 
example, has placed relatively more emphasis on agriculture, forestry, 
and fisheries and the United Nations relatively more on education and 
technical. training. 

Geographically, both programs have placed greatest emphasis on 
Asia and the Far East, but this has been more marked in the case 
of the United States program. The U. N. has spent relatively more 
in Africa and Latin America than has the United States. 
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In addition, in actual operation various aspects of both programs 
have shown to relative advantage. The factors which are listed 
below are those most frequently mentioned in discussions of the two 
programs. ‘They are listed here uncritically, with no attempt at 
evaluation. 


Personnel and local acceptability 


1. Assistance from the U. N. is sometimes more acceptable to a 
government, particularly one which is sensitive about its independence 
than is assistance from the United States or from any individual 
country. This is particularly true in fields such as public adminis- 
tration which have to do with government itself. It is sometimes 
also true in fields such as aviation in which United States business has 
a direct economic interest in the country concerned. The preference 
may persist even if the U. N. technicians are themselves Americans, 
as about 15 percent of them are. 

2. Inasmuch as the U. N. can recruit technicians from all over the 
world, it can sometimes provide men better suited to handle specific 
assignments than can the United States, For work particularly in 
the Middle East and Asia, the U. N. has been able to recruit tech- 
nicians who do not suffer the language handicaps of many Americans. 
And the U. N. can partially surmount cultural differences through the 
use of experts from countries with cultural backgrounds similar to 
those of the country where the experts are serving, or through the 
use of experts from semideveloped countries in less developed countries. 

International recruiting for its own sake is not an unmixed blessing, 
however. In consciously making an effort to draw its technicians 
from a variety of countries, the U. N. occasionally comes up with 
incompetents who are selected primarily because of their nationality. 
Further, in some instances, U. N. technicians have been hampered in 
working together by their diverse nationalities, whereas United 
States technicians with a homogeneous background do not have this 
handicap. Some U. N. technicians who have previously been in the 
colonial services of their own governments have been criticized for a 
patronizing attitude toward the people of countries receiving technical 
assistance. 

Finally, some U. N. technicians have been political refugees who 
have become involved in politics in an unacceptable manner; others 
have been severely critical of United States methods and institutions. 
But it is, of course, possible to hear individual technicians of both 
programs criticized for a wide variety of professional or personal 
faults. 

3. U. N. experts frequently do not stay in a country as long as do 
United States experts, and their work sometimes suffers from this fact. 
Sometimes these short tours of duty result in paper plans which 
are not followed up, though this is apparently true less often now than 
in the early days of the program. 


Supplies and equipment 

4. The U. N. generally has available to it smaller quantities of 
supplies and equipment than the United States program uses. There 
is a difference of opinion as to whether this handicaps the U. N. 
program. In some instances, it is said to have contributed to less 
than wholly satisfactory project results; in other cases, it is said to 
have led to more careful and realistic project planning. 
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In January 1952, the General Assembly supported an Economic and 
Social Council recommendation that policy regarding supplies and 
equipment be interpreted “more generously.’”’ U. N. expenditures 
for these items increased from $304,000 in the first financial period, 
covering 18 months from June 1950 to December 1951 to $3 million 
in the year 1952. It should be pointed out, however, that the first 
period covered the time when the program was just getting under way 
and the need for supplies and equipment would presumably be less 
acute than after the program was in active operation. Under rules now 
in effect, up to 25 percent of the total cost of a project can be devoted 
to supplies and equipment, and even this can be increased when neces- 
sary. By way of comparison, United States expenditures for supplies 
and equipment generally run to between 30 and 40 percent, though 
they are subject to extreme fluctuation between countries. It should 
be borne in mind, also that the United States figures are percentages 
of a far larger total. 

One result of the smaller quantities of supplies and equipment avail- 
able to the U. N. has been a greater emphasis on fellowships and on 
surveys by advisory experts. Kithough the U. N. program is only one- 
fifth the size of the United States program measured in dollars, it has 
four-fifths as many experts. 

5. U. N. programs generally tend to give a recipient country a sense 
of participation in U. N. affairs, to make it conscious of the U. N., 
and to increase public support for the U. N. The presence of U. N. 
agencies also sometimes tends to dispel suspicion of the United States 
program. 

6. United States programs are sometimes preferred by recipient 
countries in fields in which the United States is particularly noted— 
e. g., health and agriculture. Some governments feel that United 
States programs produce faster results and involve less redtape. This 
may be in part the result of greater administrative and financial sup- 
port for United States technicians. In some countries, on the other 
hand, the U. N. can operate more independently and with less redtape. 

7. The United States generally has closer relations with the recipient 
government through the day-to-day operations of the Embassy and 
can therefore usually command more sympathetic attention at a higher 
level of the recipient government for operating problems of technical 
assistance. 

8. The U. N. is particularly well-suited to carry out regional 
programs. 

Some of these differences are inherent in the nature of multilateral 
or bilateral programs; others may simply be a reflection of the per- 
sonal characteristics of the people who are operating the two programs 
in a particular country. 


Meeting requests for assistance 


Both the United Nations and the United States programs have 
faced many of the same problems of administration and of program 
planning, of course. Both operate on the basis of agreements with the 
governments of recipient countries and on the basis of requests from 
those governments. But almost by definition, the government of an 
underdeveloped country is likely to be unable to formulate balanced, 


3 PEP (Political and Economie Planning). Technical Assistance—Policy and Method, Sept. 22, 1952 
(London), p. 88. Sharp, op. cit., p. 344, places expenditures for supplies and equipment in the first financial 
period at 13 percent of the total. 
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well-thought-out requests. Not only does such a government often 
lack the technical personnel to draft plans for economic development, 
but it also lacks the necessary statistical data. Vested interests of 
one sort or another also frequently exercise an undue influence on the 
formulation of requests so that the technical assistance requested 
would benefit special groups instead of the country as a whole. To 
overcome these difficulties, the U. N. in particular has resorted to 
survey missions which, in effect, supply technical assistance for the 
purpose of formulating requests for technical assistance. The U. N., 
however, feels obligated to furnish technical assistance to any count 
requesting it. Hugh L. Keenleyside, Director-General of the U. N. 
Technical Assistance Administration, told the 1951 Institute for 
Annual Review of United Nations Affairs that— 

as long as a country recognized as sovereign came to the United Nations for 
technical assistance the United Nations was bound to give it. This is what it was 
instructed to do under the relevant General Assembly resolutions.‘ 

One can only speculate as to what the result would be if the U. N. 
should be met with a request for technical assistance from, say, Albania 
or one of the other less-developed members of the Soviet bloc. Barring 
a change in Kremlin policy, however, this is extremely unlikely, The 
Soviet captives have consistently taken the position that they receive 
all the technical assistance they need from Moscow, and a request to 
the U. N. would be an admission of the contrary. Further, the intro- 
duction of outside experts into these countries would be a breach of the 
Iron Curtain which could hardly be tolerated by the Soviet Union. 

The United States, of course, retains greater freedom of action than 
the U. N., even though the U. N. does exercise some discrimination 
between projects. It is, indeed, compelled to pick and choose by the 
fact that it has twice as many requests as it has money to fill. 


Proportion of United States contribution 

A final consideration to be taken into account in determining the 
proportion of United States funds to be channeled through multi- 
lateral and through bilateral programs is this: Multilateral programs 
can do some things which bilateral programs cannot do, but the 
advantages which are inherent in a multilateral approach may well 
be destroyed if one country contributes so heavily that the program 
loses its multilateral character. This point is not accepted by all 
students of the problem. Prof. Walter R. Sharp of Yale University, 
for example, finds it— 
hard to see what real difference * * * (it) would make in terms of administering 
a multilateral program effectively— 
if the United States contribution should reach even 80 or 85 percent 
of the total. 

Sharp suggests a division of effort whereby the U. N. would— 
handle strictly technical assistance to areas where substantial United States 
military and defense support assistance is not being provided.’ [Author’s italics.] 
_ This would mean United States withdrawal from most Latin Amer- 
ican countries—the places where the United States program is oldest 
and best established. It would further serve to tie United States 

4 Clyde Eagleton and Richard N. Swift (editors) 1951 Annual Review of United Nations Affairs New 


York and London, 1952, p. 233. 
5 Sharp, op. cit., pp. 375, 377. 
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technical assistance in other countries more closely to military and 
economic assistance. 

On the whole, Congress has been less concerned with the division 
of United States technical assistance funds between multilateral and 
bilateral programs than it has with the proportion which the United 
States contribution represents of the total of multilateral funds. In 
its report on the Mutual Security Act of 1954, the Senate Foreign 
Relations Committee strongly approved the administration’s goal of 
working for a reduction in the United States contribution to 50 
percent of the U. N. total (it was 60 percent in 1953 and 57.7 percent 
in 1954). The International Development Advisory Board has 
recommended a decrease in the percentage of the United States 
contribution concurrently with an increase in the absolute amount. 
The IDAB proposes that the total size of the U. N. program be 
a over a period of 5 years, with the United States contributing 

ait. 
II. OrGANIZATION OF AMERICAN STATES 


A. BACKGROUND AND ORGANIZATION 


Although various agencies of the Organization of American States 
have carried on technical-assistance activities for many years, the 
OAS technical-assistance program as such, like that of the United 
Nations, derived its immediate inspiration from President Truman’s 
inaugural address in 1949. 

The day after the 1949 inauguration, the Inter-American Economic 
and Social Council met in special session and sent the President a 
declaration commending his initiative and pledging itself to— 
further strengthen its efforts in achieving a more effective cooperation toward 
the development of the program of action which President Truman recommended 
to his country for the economic improvement of the underdeveloped regions 
of the world. 

Plans for the OAS program were drafted by the Council’s Committee 
on Technical Cooperation, and the program was authorized by the 
Council in its resolution of April 10, 1950. 

The participating agencies are the 

American International Institute for the Protection of Childhood 
Inter-American Indian Institute 

Inter-American Institute of Agricultural Sciences 
Inter-American Statistical Institute 

Pan American Institute of Geography and History 

Pan American Sanitary Bureau 

Pan American Union (the General Secretariat of the OAS) 

The executive heads of these agencies, or their representatives, 
make up the Coordinating Committee on Technical Assistance, which 
administers the program. 

Individual projects are proposed by the participating agencies and 
reviewed, in relation to the program as a whole, by the Coordinating 
Committee on Technical Assistance. This committee makes up the 
proposed annual program and submits it to the Inter-American 
Economic and Social Council. It is there reviewed again in detail 
by the Council’s Committee on Technical Cooperation, which is made 
up of representatives of seven member states, appointed annually by 
the Chairman of the Council. Since its establishment in 1950, the 
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Committee on Technical Cooperation has had the following member- 
ship: 


1950—Argentina 1952—Brazil 
Brazil Colombia 
Chile Costa Rica 
Costa Rica Cuba 
Mexico Nicaragua 
United States Peru 
Uruguay United States 
1951—Brazil 1953—Brazil 
Costa Rica Colombia 
Cuba Costa Rica 
Nicaragua Cuba 
Peru Nicaragua 
United States Peru 
Uruguay United States 
1954—Argentina 
Brazil 
Cuba 
Ecuador 
Nicaragua 
United States 
Venezuela 


The annual program is recommended by the Committee on Tech- 
nical Cooperation and is approved by the Inter-American Economic 
and Social Council. The Council will not approve initiation of a 
project unless a majority of the states for which it is designed have 
expressed an interest in participating in it. 


B. METHOD OF OPERATION 


Although the organization of the OAS program is quite similar to 
that of the U. N., the OAS program differs materially in its operation 
in that it is limited to regional training projects. No assistance is 
given to individual countries, but all countries may benefit from each 
project. 

This is best illustrated by a description of some of the projects in 
the program for 1954. The Inter-American Training Center for 
Economic and Financial Statistics, located in Santiago, is sponsored 
by the Inter-American Statistical Institute and the Pan American 
Union and operates as an annex to the school of economics and com- 
merce of the University of Chile. It has an OAS-financed budget of 
$165,000, and the Chilean Government supplies the office space and 
equipment and certain teaching and administrative personnel. The 
OAS finances fellowships for 21 students each year, and the center 
accepts 19 additional students whose expenses are paid either by their 
own governments or by other technical assistance programs, A con- 
siderable number of other students attend the center for part-time 
courses, with their expenses paid by non-OAS sources. The OAS pays 
the salaries of the director of the center and some of the professors. 

The Inter-American Housing Center, located in Bogotd, is sponsored 
by the Pan American Union and provides research and training in 
various aspects of low-cost housing. The OAS budget is $219,000, 
which finances 21 trainees per year, 1 from each member country. 
Special 2-month fellowships for subsistence only are provided for 7 
different countries each year. Additional trainees, financed from 
other sources, are also accepted. The Colombian Government has 
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provided a new building for the center and makes dormitories at the 
National University available at reduced rates. It also furnishes 
building materials and labor for construction of experimental houses 
and makes a cash contribution of 102,000 pesos (approximately 
$40,800) a year. 

The Inter-American Rural Normal School, located at Rubio, 
Venezuela, is sponsored by the Pan American Union and “offers in- 
tensive 2-year courses in rural teacher training at an established in- 
stitution. The OAS budget of $171,000 provides for 5 teachers from 
10 countries during the first 2-year course and for 5 teachers from 11 
countries during the second. In addition, it pays the salaries of 
8 professors. 

Other OAS projects give training in evaluation of natural resources, 
in children’s services, in agricultural and rural home management 
extension programs, in diagnosis and control of hoof-and-mouth 
disease, in urban and regional planning, and in diseases communicable 
from animal to man, such as rabies and bovine tuberculosis. The 
table below shows how funds have been divided among the par- 
ticipating agencies. 


Technical cooperation program of Organization of American States—Program anal- 
ysis by agency 


1953 | 1954 





| 
Agency | 1951 1952 | (estimated) 

cicetdenlaoeeaniaamerahe 

| 
Pan American Sanitary Bureau _-_---.--.--.- _...-----| $148, 600 | $186,716 | $267, 098 $389, 098 
Inter-American Statistical Institute. ..............-.-.-----}------.-- 69, 078 172, 312 165, 022 
Inter-American Indian Institute-..............-.--.-------- Siiedhacteie Pi AE Betiaheeh ierdinnconchnaual 
Pan American Union adi wenienatnaeeile ciel ane P ancl | 55,634 | 227, 264 301, 547 473, 805 
Inter-American Institute of Geography and History-.----- | dubadae | 17,988 77, 019 143, 543 
Inter-American Institute for Protection of Childhood .......|.......--- | 34,800 34, 267 34, 765 
Inter-American Institute of Agricultural Sciences__.........| 136,118 | 372, 665 486, 055 601, 888 


340, 352 | 012, 605 | 1,338,208 | 1,808, 121 





gs ccc otanceerentnsddns 
| 





Overall administrative expense: 
Coordinating Committee on Technical Assistance ------ | 38,259 | 44, 590 | 


86, 461 2260 
Pamchmeriven WOM. .eiiiin5.. 62-5 5656545scc8e0550~- tect opsch) O8 O88 15, 549 84, 66 
Pan American Sanitary Bureau------..----- aan aia 9, 365 SIGN Vo concasenenlescinnsaneie 

Total overall administrative expense........-..------| 47,624] 71,910| 72,000 84, 660 














NE Joes sh Sh st cheb dos bhih se eeiebind sash sok bnséd 387,976 | 984, 515 | 1, 410, 298 | 11, 892, 781 
1 Total approved program for year. Obligations for 1954 are estimated at $1,600,000. 


The policy of limiting OAS technical assistance to regional training 
centers was adopted on the recommendation of Dr. Alberto Lleras, 
then Secretary General of the OAS. In a memorandum of June 12, 
1950, to members of the Coordinating Committee on Technical 
Assistance, Dr. Lleras listed these advantages for his suggested 

olicy: 
rn Tt is cheaper than direct technical assistance. 

2. It benefits all the countries wishing to make use of the centers. 

3. “It creates groups of local technicians, who will be of more 
permanent and general value than if technical aid were sent to one 
country for a given project.” 

4. It avoids “competition or conflict” with the government-to- 
government programs of the U. N. 

5. “It creates a permanent interest in technical assistance on the 
part of the governments, especially those where the headquarters of 
the technical centers are located.” 
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6. “It stimulates and strengthens the services of institutes, uni- 
versities, and research centers in Latin America.”’ 

7. It is easier and cheaper to administer. 

8. It is easier to estimate costs, and “there is no risk of having 
a given project fail through lack of funds, as might be true in the case 
of direct technical aid.” 


c. “REGULAR”? WORK OF PARTICIPATING AGENCIES 


As in the case of the specialized agencies of the United Nations, it 
is difficult to measure the amount of technical assistance which the 
agencies participating in the OAS program carry on as part of their 
regular work. The Pan American Sanitary Organization is the 
Western Hemisphere regional arm of the World Health Organization 
and is thus involved not only in its own activities but also in the 
regular technical assistance work of WHO, in WHO’s part of the 
U. N. expanded technical assistance program, and in the OAS technical 
assistance program. The Sanitary Organization’s total budget, 
however, is only $2 million a year, and that is the largest of any of the 
OAS agencies other than OAS itself. The following table shows the 
budgets and United States contributions for all the agencies: 


Total United States pay- 


, budget ment 
Year assess- 

ments Amount | Percent 
ee eres eset ans pesang ss SD 
Organization of American States_......--- ...-| Fiseal 1954_.......| $3, 159,941 | $2,085, 561 66. 00 
American International Institute for the Protec- | Calendar 1953-___- 28, 000 10, 000 35. 71 

tion of Childhood. 

Inter-American Indian Institute _ _- naib Fiscal 1954... .- 20, 700 4, 800 23.19 
Inter-American Institute of Agricultural Sciences __|__...do_-... es 226, 570 160, 000 70. 62 
Pan American Institute of Geography and History so ia ands 110, 000 10, 000 1) 
Pan American Sanitary Organization ----.-....-.-- Calendar 1953. .-- 2,000,000 | 1,320,000 66. 00 


1 Most of these organizations have outside income in addition to their assessed budgets. Where it exists, 
this ranges from $15,000 in the case of the Pan American Institute of Geography and History to $352,050 
in the case of the Inter-American Institute of Agricultural Sciences. This latter organization, which 
operates demonstration farms in Costa Rica, gets more than half its income from the sale of goods and 
services and from donations. 

2The United States assessment is 39.02 percent, or $42,928. Until the passage of Public Law 736, 83d 
Cong., the statutory limitation on the United States payment was $10,000. 


Mention should also be made of the Pan American Railway Congress 
Association, organized in 1910 with headquarters in Buenos Aires. 
Although it does not participate in the OAS program, the association 
does carry on activities designed ‘‘to promote the development and 

rogress of railways in the American Continent.” In calendar 1952, 
its budget was $12,607 and the United States payment was $5,000: 


D. FINANCE 


Like the U. N. program, that of the OAS is financed through 
voluntary contributions from the member states. These have totaled 
in the neighborhood of $1% million dollars a year (they increased to a 
little more than $1,400,000 in 1954). 

In each of the first 4 years of the program, the United States 
pledged a contribution of $1 million provided that this did not exceed 
70 percent of the total. The 70-percent limitation held actual pay- 
ments from the United States to between $800,000 and $900,000 in 
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1951, 1952, and 1953. In 1954 other pledges were sufficient to call for 
the full $1 million. For 1955, the United States has pledged $1.5 
million subject to the same 70-percent proviso. 
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Organization of American States technical cooperation program 


STATUS OF CONTRIBUTIONS AS OF MAR. 1, 1955 


Calendar year 
1951 


Calendar year Calendar year Calendar year 
1952 1953 1954 


Member country 


Pledged | Paid |Pledged| Paid Paid 


Pledged | 


Pledged 


$87, 857) $87, 8571 
FIMO i 2. 0 
128,000} 128, 000 
23,429) 23,429) 23, 429 
26.857| 26,857] 39, 494 
2,429} 2,429 3, 571 
17.143} 17.143] 17, 143} 
5, 260 5, 260 6, 722} 
6,142} 6,142 6, 142 
4, 571 4, 571 4, 571) 
5.000} 5.000) 5 000} 
2,000; 2 000} 2, 000 
3, 500 3, 500 
5 35. 000 
3, 000: 3, 000 
2, 714 2, 714 2,714 
ate Sai aoe 5, 000 
17, 429)... 
882, 143 
19, 100) 
13, 764| 


$87, 857 
~ 128, 000), 


$87, 857) 
"128, 000) 


$87, 857 


128, 000 
23. 429 


128, 000 
23, 429| 
26, 857 

2, 429 
17, 143 
4, 571 
6, 142| 
4, 571 
5, 000! 
2, 000 
3, 143] 
14. 758 


714 

5, 000 

1, 000, 000] 
13. 865|_- 
__ 22.351 











"840, 963 
13. 865 
22, 688 


"839, 578) 
19, 100 
12, 926) 


839, 578) 
19, 100) 
12, 926 





1, 189, 5061, 250, 659 








pecan 
1, 264, 050) 1, 196, 894, 1, 239, 517/1, 











1, 264, — 


CONTRIBUTIONS OUTSTANDING, MAR. 1, 1955 


1954 program—Continued 
Bolivia 


1952 program: 
Bolivia....... silbsiepetaeeddberds Seddon 


1953 program: 


Paraguay 
Uruguay 
1954 program: 
Argentina 


1 The United States pledge for each year was a maximum of $1 million, provided that this did not exceed 
70 percent of total pledges. 
2? The United States has contributed $852,335 to the 1954 program from fiscal year 1954 funds. 


1955 pledges 


Amount 
$100, 000 
150, 000 
34, 452 
39, 494 
3, 571 
17, 143 
6, 722 
9, 033 
6, 722 
7, 000 
2, 000 


Country 
Argentina 


Amount 

$4, 622 

24, 000 

5, 000 

2, 714 

5, 000 

14, 000 

11, 500, 000 
13, 865 

34, 032 


1, 979, 370 


Country 
Honduras 
Mexico 
Nicaragua 
Panama 
Paraguay 


United States 
Uruguay 
Venezuela 


1 Tho United States offered $1,500,000 for 1955 subject to the limitation that the United States contribution 
would not exceed 70 percent of the total governmental contributions. 


Like the U. N. program, the OAS program operates on a calendar- 


year basis. 


But whereas appropriations for United States contribu- 


tions to the U. N. program have normally been made 6 months late, 
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they have been made 6 months early for the OAS program. Thus, 
the full amount of the United States pledge of $1.5 million to the OAS 
for calendar 1955 was appropriated in the Mutual Security Appro- 
priation Act for fiscal 1955—in advance of the OAS pledging con- 
ference. Neither the authorizing nor the appropriating legislation 
impose any conditions on United States contributions; the 70-percent 
limitation is simply the policy of the executive branch. The tables 
on page 208 show the detailed history of pledges and contributions for 
each country. 

The OAS program has not experienced the same financial hazards 
which have beset the U. N. program. This is due in part to the 
fact that United States contributions have been known in advance 
and in part to the nature of the OAS program: its projects are few in 
number, are usually operated in connection with a permanent institu- 
tion, and are susceptible to relatively easy, quick expansion or con- 
traction. Even so, many member states of OAS have suggested 
putting the financing of the program on a longer range basis, and 
some have indicated willingness to do it through assessments instead 
of voluntary contributions. The Rio Conference in November- 
December 1954, agreed ‘‘to adapt the method of contributions and 
financing” of the program “to its status as a continuing activity” 
and resolved that ‘‘to this end, all the member states shall contribute 
* * * their contributions making a sum sufficient to cover its total 
cost.’’ [Italic supplied.] The Inter-American Economic and Social 
Council is to establish the new method of financing the program which 
will be effective in 1956. 

During the first 2 years of the program, expenditures lagged con- 
siderably behind income, but in 1953 and 1954 expenditures have 
exceeded income so that the balances accumulated in the first 2 years 
have been largely spent. 

Thus, expenses in 1951 amounted to only $388,000, against pledges 
of $1.3 million, and in 1952, expenses were $985,000 against pledges of 
$1.2 million. But in 1953, expenses increased to $1.4 million against 
pledges of $1.3 million, and in 1954 the estimates were expenses of 
$1.6 million and pledges of $1.4 million. In its report on the program 
for 1954, the Committee on Technical Cooperation said it— 
wishes to state clearly that in 1954 it will be possible to continue the activities 
that have been started only if the member states that still have not done so in- 
crease their contributions in accordance with the recommendations of the Negoti- 
ating Committee * * *; and in 1955 it will be necessary to consider reducing 
these activities unless the total quotas for this year are increased. 

The table on page 210 shows the contributions recommended by the 
Negotiating Committee for the 1954 program to which the Committee 
on Technical Cooperation referred. 

OAS budget figures appear to bear out Dr. Lleras’ contention that 
a program of indirect assistance through regional training centers 
would be cheaper to administer than a program of direct assistance. 
Central administrative expenses in the budget for 1954 totaled $84,660 
out of total funds available of almost $1.9 million. This is an adminis- 
trative cost of approximately 4.5 percent. It includes the cost of the 
executive secretariat of the Coordinating Committee on Technical 
Assistance, the cost of fiscal administration, the cost of project inspec- 
tions, and the cost of overall administrative expenses of cooperating 
agencies responsible for more than one project. Such expenses are 
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limited to a maximum of 5 percent of the total projects being admin- 
istered by the particular agency. In the case of agencies responsible 
for only one project, the administrative expenses are included in the 
budget of the particular project. 


Scale of contributions proposed by the negotiating committee for the 1954 program of 
technical cooperation 


Scale by Proposed Scale by Proposed 


Member state Percent of contribu- Member state percent of contribu- 
contribu- tions ? contribu- tions ? 


tions ! 


_ 
a 


Argentina 
Bolivia_.. 


ba. 
Dominican Republic 
Ecuador 


_baeeeshesss: 


2, 100, 751 


3 


any 


1 Seale used as a basis by the member states in estimating their contributions to the 1951 program, taking 
into account the fact that the United States provided a maximum amount of $1 million under the condition 
that its contribution would not exceed 70 percent of the total amount. 

. mene on the percentages under the first column, taking the total budget of the 1953 proposed program as 
a basis. 


Because of its nature, the OAS program has presented few problems 
of coordination with either the United Nations or United States pro- 
grams. The U. N. Technical Assistance Board and the OAS Coor- 
dinating Committee on Technical Assistance each sends observers to 
meetings of the other dealing with matters of mutual interest, and 
routinely exchange information on requests for assistance. 


E. QUESTIONS FOR THE FUTURE 


In a report prepared in connection with the Rio Conference of 
Ministers of Finance or Economy, the Secretariat of the Inter-Ameri- 
can Economic and Social Council made these recommendations as to 
the long-range operation of technical assistance programs in Latin 
America, not only by the OAS but also by other agencies: 

1. Greater emphasis should be given to fields related to industrial 
development. In 1954, the United Nations, United States, and OAS 
devoted the following percentages of their total resources in Latin 
America to various categories of projects: 


Agriculture, forestry, and fisheries 
Health, welfare, and housing 
Education 

Natural resources 

Industry and labor 
Transportation 

Public administration 

General economic planning, 


“The situation, ” the Secretariat concluded, “would seem to indicate 
an increasing need for technological skills, particularly i in the broad 








MULTILATERAL TECHNICAL ASSISTANCE PROGRAMS 211 


field of industrial planning as well as skills related to the development 
of specific industries and related activities.” 

2. Greater emphasis should be given to indirect, as distinguished 
from direct, technical assistance. “It should be recognized,” said the 
report, ‘‘that only in the case of highly specialized fields of knowledge 
is ‘direct technical assistance’ justified as a long-term measure. As a 
short-term measure it is justified only to meet emergency problems 
until the national institutions can begin to supply the needs of the 
developing economies, Apart from the exception previously noted, 
the only long-term technical assistance which can be fully justified is 
that which assists the national institutions of a country to produce 
on a continuing basis the resources, both human and technological, 
required for its economic development. This latter type of assistance 
is essentially an indirect type.” 

3. An international clearinghouse of technical assistance informa- 
tion should be established to “collect information on all known re- 
sources of technical knowledge and personnel including the conditions 
under which they could be obtained” and to make “this informa- 
tion * * * available to officials of the government of a member state 
upon request.” The report points out that in many cases, govern- 
ments “‘solicit and obtain technical assistance without knowing if it 
is the best available and if its value is consistent with its cost.’’ 

4. Greater emphasis should be given to planning, both by. the 
furnishing agencies and the recipient countries, ‘in order to assure 
that the assistance given is in accord with the objective of the economic 
development programs of those countries.” The report concluded: 

“In the future, if technical assistance is to play its required role in 
economic development of lesser developed areas, and if it is to function 
with the maximum degree of efficiency and economy, much greater 
attention must be given to the planning of its activities not in terms of 
piecemeal approaches to particular problems, but in terms of long- 
range overall development needs and aims of the recipient countries.” 

Resolutions adopted at both the Caracas and Rio conferences 
reflect these recommendations, especially as they concern integrating 
technical assistance with long-range plans of economic development 
an, improving the level of technical training particularly in industrial 

elds. 
III. Cotomzo Pian 


A. BACKGROUND 


The Colombo plan is not really a plan at all; it is more exactly a 
collection of plans, each of which is individually developed and 
implemented and none of which bears any necessary relationship to 
any other. It is also a means for international discussion and con- 
sideration of regional problems, and people who have participated in 
its meetings have found it a useful instrument in increasing inter- 
national understanding of these problems—those which are peculiar 
to individual countries as well as those which are common to the 
area as a whole. 

The plan—its formal name is ‘“The Colombo Plan for Cooperative 
Economic Development in South and Southeast Asia’’—grew out of 
the meeting of Commonwealth Foreign Ministers in Colombo, Ceylon, 
in January 1950. 

72888—57——15 
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The meeting had been called for a general discussion of world 
problems with particular emphasis on south and southeast Asia. As 
a result of proposals initiated by the Australian delegation, the 
Foreign Ministers set up a Consultative Committee ‘to study a con- 
oneal 3 approach to the area’s problems of economic development. 

Standards of living in the area, which had always been notoriously 
low, had been further depressed by World War II. The rate of eco- 
nomic development had never been much above zero, but it was now 
actually negative; so that the economic processes at work in the area 
could be more accurately characterized as those of decay rather than 
those of development or even of stagnation. In Asia, as in Europe, 
World War II had spread economic ruin, but this fact was not so 
dramatically apparent in Asia because the people there had so much 
less to lose. 

Immediately after the war, for example, there were 15 million acres 
of abandoned rice fields in southeast Asia. One-third of the railroad 
tracks were either torn up or useless. The cost of living in 1950 was 
three times what it was in 1939. Although population had increased 
by 11 percent, food production had decreased. 

The effects of the war intensified the area’s more basic, long-term 
economic problems. These were a low, almost insignificant, rate of 
capital accumulation, and an almost total lack of professional, skilled, 
or even semiskilled manpower. The two were, of course, interrelated, 
and this interrelationship is recognized in the Colombo plan, though 
separate approaches are used to deal with each. 

When the Consultative Committee which had been established in 
Colombo met in Sydney in May 1950, it recommended to the member 
countries that they draw up 6-year plans of economic development 
covering the period July 1, 1951, to June 30, 1957. Each country was, 
and is, the master of its own plan. Some countries already had plans 
underway. 

The original members of the Consultative Committee were the 
commonwealth countries of Australia, Canada, Ceylon, India, New 
Zealand, Pakistan, and the United Kingdom, together with Malaya 
and British Borneo. At Sydney, the Committee invited noncom- 
monwealth countries in the area, or with interests in the area, to join it. 
Over the years, its membership has grown to include 17 countries and 
two territories. Besides the original members, these are Burma, Cam- 
bodia, Indonesia, Japan, Laos, Nepal, the Philippines, Thailand, the 
United States, and Vietnam. 


B. TECHNICAL ASSISTANCE 


The Sydney meeting of the Consultative Committee also agreed 
on a iinet Saabcarti program amounting to a maximum of £8 
million (approximately $22.4 million) over a period of 3 years from 
July 1, 1950. To aid in the administration of this program, which 
has subsequently been extended, the Committee established a Council 
for Technical Cooperation with a director and a bureau. 

The Council, which has its headquarters in Colombo, consists of 
one representative of each cooperating government. Day-to-day 
operations are carried out by the bureau under the director. 

These operations consist almost entirely of acting as a clearinghouse 
for requests for, and offers of, technical assistance. The assistance 
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in question heavily emphasizes training. When a country in the area 
desires a technician in a certain field, it sends its request to the bureau 
which then forwards it to the country which is felt to be most likely 
to be in a position to fill the request. Conversely, when a country 
is able to make experts available, or to receive foreign students for 
training, it likewise notifies the bureau which forwards the offer to 
the country or countries most likely to be in a position to utilize that 
particular type of assistance. 

From that point on, the arrangements are up to the two countries 
involved, and the bureau takes no part in their bilateral negotiations, 

The United States, which maintains its own aid missions in most 
of the countries of the area, is not a member of the Council for Tech- 
nical Cooperation. It is simpler for the Indian Government, for 
example, to approach the American mission in New Dehli directly 
with a request for specific technical assistance than to make its request 
through the bureau in Colombo, which would forward it to Wash- 
ington, which would forward it to the mission in New Delhi. 

It would, of course, be possible for a government to send a request 
to the bureau at the same time it makes the same request of the 
American aid mission, so that some overlapping might result. The 
bureau however, maintains liaison with the American Embassy in 
Colombo and also with the various United Nations agencies engaged 
in technical assistance in the area. In addition, there are varying 
degrees of informal coordination exercised in each of the area’s 
capitals as among the local government, the governments of countries 
extending technical assistance, and the U. N. agencies concerned. 

Altogether, under the technical assistance aspects of the Colombo 
plan, nearly 1,700 places have been found for training nationals of 
the area outside their own country, and more than 250 outside experts 
and technicians have been brought into the area. Countries within 
the area which are themselves receiving technical assistance also 
extend it to each other. 

At the beginning, the offers of technical assistance exceeded the 
requests for it, but the requests have shown a steady upward trend. 
This is attributable, at least in part, to progress in the capital invest- 
ment aspects of the economic development plans. At the beginning, 
some countries were unable to define their technical-assistance needs 
precisely. As economic development progresses, there is also an in- 
crease in the need for technical skills. 

There has been a growing trend, indeed, to combine general eco- 
nomic aid and technical assistance in the same projects, in an effort 
to insure that capital equipment and technical skill are available in 
the right amounts at the right times. 

Increasing attention is also being given to expanding training facili- 
ties within the area, both on a national and a regional basis. 


C. CAPITAL INVESTMENT 


The capital-investment side of the Colombo plan is even more 
loosely organized than the technical-assistance program. The Con- 
sultative Committee meets every year to hear progress reports and to 
engage in a general discussion of economic problems, but it has no 
headquarters and no staff. 
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All external assistance involved in the Colombo plan is supplied on 
a bilateral basis between the country furnishing it and the country 
receiving it. 

In the beginning, the Consultative Committee added up the indi- 
vidual country development plans presented to it, but more recently 
it has not done even that. Nor are there any precise figures on con- 
tributions to the plan. This is partly the result of the loose organiza- 
tion under which details are handled bilaterally outside the Consulta- 
tive Committee. Partly, also, it is a result of the fact that some of 
the contributions, particularly in the field of technical assistance, are 
in the form of services. 

The original plans—i. e., those of Ceylon, India, Pakistan, Malaya, 
and British Borneo—totaled $5,230 million, of which $3,035 million 
was required from foreign sources. Of this amount, in turn, it was 
contemplated that $689 million would be available through the release 
of sterling balances by the United Kingdom, leaving $2,346 million 
to be financed through other external sources. 

Figures in the Third Annual Report of the Consultative Committee, 
prepared at the Ottawa meeting in October 1954, indicate that 
external assistance of the magnitude of approximately $1.9 billion 
has either been pledged or actually obligated. 

The United States is by far the largest contributor, having obligated 
a total of $805 million through fiscal 1954—$468 million in economic 
and technical assistance, $273 million for wheat purchases (including 
the Indian wheat loan), and $64 million in Export-Import Bank 
credits utilized. 

The United Kingdom has pledged approximately $700 million in 
the form of releases of sterling balances, and has also provided other 
assistance; Canada has furnished or pledged approximately $110 
million, and Australia approximately $77 million. 

No attempt will be made here to evaluate the results achieved by 
the Colombo plan. The Consultative Committee itself, however, 
believes that progress has been “substantial.” Its third annual report 
estimates an increase in total developmental expenditures of 27 per- 
cent from 1953 to 1954 and of 31 percent from 1954 to 1955. 

“Tt is true,” the committee concluded, “that the basic development 
especially in some countries has been slower than is needed to achieve 
the objects of the plan. Nevertheless in some directions, and notably 
in food production, the improvement during the past year has been 
substantial, and several countries have made marked advances in 
the field of manufacturing industry and in extended provision for 
social services (i. e., public health, education, and housing). More- 
over, the full impact of the development program will not be felt 
for some time in view of the long-term nature of so many of the 
projects, and this has to be borne in mind in appraising the results 
achieved to date in relation to the targets originally established, most 
of which have undergone extensive revision in the light of experience.” 
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FOREWORD 


An enlarged technical assistance program has operated as a regular 
part of the foreign policy of the United States since 1950. It has 
ao pursued both through the United Nations and on a bilateral 
basis. In the past 5 years the program has been at various times 
directed by the Department of State, coordinated by the Director of 
Mutual Security, and controlled by the Foreign Operations Adminis- 
tration. The Mutual Security Act of 1954 provides for it to be 
returned to the jurisdiction of the Department of State by the middle 
of this year. 

These repeated changes may be attributed in part to the newness of 
technical assistance as a regular element of foreign policy. In part, 
they may be due to varying concepts of the program. Whatever the 
reasons, it is eminently desirable that the administrative machinery 
through which the program is to operate be stabilized as soon as 
possible. 

This study considers some of the problems of organization and ad- 
ministration. It deals with the question of location of the program 
in the Government as well as with questions of coordination and in- 
ternal organization. 

The study was prepared under the direction of the subcommittee 
staff by Mr. Dudley Ball, of the Legislative Reference Service. Dr. 
Halford Hoskins and Miss Mary Fulton gave guidance and assistance. 
The study is designed for background use and the subcommittee will 
undoubtedly wish to examine further some of the issues raised. The 
views presented here do not necessarily represent those of the subcom- 
mittee or any of its members. 

Mixe Mansriz.b, 
Chairman, Subcommittee on Technical Assistance Programs. 


Apri, 8, 1955. 
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ORGANIZATION AND ADMINISTRATION OF TECHNICAL 
ASSISTANCE PROGRAMS 





I. INTRODUCTION 


There are differing concepts of what a technical assistance program 
is and of what it should attempt to accomplish. Under one concept, 
the proper function of a technical assistance program is held to be 
simply to communicate to the people of sndectinienss countries 
methods, procedures, and techniques which can aid them in gradually 
developing their resources and improving their working and living 
conditions. Skilled personnel would be utilized essentially for teach- 
ing purposes, and responsibility for large-scale application of the 
knowledge Tenniaiitted would rest almost exclusively with the coun- 
try receiving it. 

Under another concept, technical assistance projects are regarded 
as part of a larger development program which may include not only 
diffusion of technical knowledge ‘but also economic assistance in 
grants and loans and in some cases even military aid. Proponents of 
this approach are concerned with more rapid acceleration of the 
economic development of certain underdeveloped areas. They would 
have the United States assume a share of the cost and effort not only of 
imparting knowledge, but of applying and utilizing it. Under still 
another concept, the program would concentrate on specific types of 
assistance such as agriculture, public health, or Government services, 
without necessarily following a closely integrated overall plan of 
development. 

The three basic concepts have been oversimplified here but it is 
apparent that there are significant differences in these approaches. 
Any one of them might be effectively pursued by a type of organ- 
ization and administration which wale be unsuited for the other 
two. Each of these concepts has predominated at various times in 
the direction of the technical assistance program with resultant 
changes in organization and administration. Some of the changes 
have evoked vigorous protest, have raised doubts, or have provoked 
suggestions for still further alterations. This study will point out 
the major areas of dispute in this connection. 

In addition to a national program, which is carried out on the basis 
of bilateral agreements with other countries, the United States also 
participates in the technical assistance activities of the United Na- 
tions and its specialized agencies. To the extent that such participa- 
tion involves questions of administration, that program is also treated 
here. 

The problem of location of the technical assistance program within 
the executive branch of the Federal Government has given rise to 
considerable debate in and out of Congress. Is it better to have the 
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program concentrated in the State Department or lodged elsewhere? 
What are the ee of coordinating technical assistance with re- 
spect to overall United States foreign policy? Should all types of 
foreign aid—amilitary, economic, and technical—be dispensed by the 
same agency or should they be kept separate? Some of the questions 
which are raised remain pertinent even though the technical assistance 
program is scheduled to be returned to the Department of State at 
the end of June 1955. 

Problems of internal organization for the administration of the 
program and staff services such as personnel and budgeting are also 
raised here, along with the problem of measuring and evaluating the 
results of technical assistance. Finally, the study sets forth adminis- 
trative questions involving the relationships of the program with 
private organizations. 





Il. BACKGROUND 


The principle of extending technical assistance to other countries by 
United States citizens can be traced back to the efforts of religious 
missionaries in various underdeveloped areas of the world. Many 
church groups established programs in remote regions based on the 
principle of helping others to help themselves, a principle which has 
also motivated the Government’s technical assistance program. 

In the 19th century the State Department sometimes helped arrange 
contracts for technical advice of one kind or another between foreign 
governments and American technicians, many of whom came from 
agencies of the United States Government. At the turn of the cen- 
tury the American Government embarked on fairly large-scale pro- 
grams of assistance in Cuba, Puerto Rico, and the Philippines. Addi- 
tional experience was gained in Haiti and Santo Domingo. Most of 
these programs were administered by the military. 

From 1938 until 1948, an Interdepartmental Committee on Scien- 
tific and Cultural Cooperation functioned as the means of facilitatin 
the interchange of scientific, technical, and cultural information with 
the other American states. Legislation enacted in 1938 and amended 
in 1939 authorized the detail of employees with special knowledge 
and experience for temporary duty with the governments of other 
American countries, the Philippines, and Liberia. The Public Health 
Service, the Bureau of Public Roads, the Bureau of the Census, and 
Civil Aeronautics Administration, and the Bureau of Mines were 
among the agencies which sent personnel on technical missions and 
brought foreigners to the United States for training. 

This type of loose organization fitted a technical assistanee program 
which served to impart skills in specific subject matter areas without 
close reference to an overall plan of development. The first attempt 
at a more integrated approach came with the establishment of the 
Institute of Inter-American Affairs. The Institute had its begin- 
ning as a Government corporation set up in 1942 by the Coordinator 
for Inter-American Affairs. Two years later, the Inter-American 
Educational Foundation, Inc., was established by Coordinator Nelson 
Rockefeller. These two corporations were combined by an act of 
Congress in 1947 as the Institute of Inter-American Affairs. 

The operation of the Institute in Latin America gave impetus to 
the idea of extending technical assistance to other areas of the world. 
It also provided basic experience in the problems of organizing and 
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administering such programs. Under the Institute’s program, the 
device of the Servicio was developed as a means of joint United 
States and Latin American action in technical development. The 
Servicio was an agency set up in the appropriate ministry of the 
country receiving assistance. It was jointly financed and staffed, with 
most of the personnel being nationals of the recipient country but the 
director an American holding a position in the Institute of Inter- 
American Affairs. The idea was that eventually the indigenous gov- 
ernments would take over completely the projects controlled by the 
Servicio. 

More formalized than the earlier operations, the Institute pro- 
vided a definite focus for the program within the United States Gov- 
ernment. In the field, however, projects in agriculture, public health, 
and education operated in a semiautonomous manner and were not 
coordinated on a country or area basis. 

The proposal for an expanded United States program of technical 
assistance was put forward as point 4 in President Truman’s in- 
augural address in January 1949. On February 21, 1950, an office for 
Technical Cooperation and Development was established in the State 
Department, under the direction of the Assistant Secretary for Eco- 
nomic Affairs. Congress passed the Act for International Develop- 
ment? in the summer of 1950, and on September 6 funds for techni- 
cal assistance became available. Responsibility for the program was 
assigned to the Secretary of State by Executive Order 10159, The 
order also created the International Development Advisory Board, 
made up of private citizens, and established the Interdepartmental 
Advisory Council on Technical Cooperation. The latter was composed 
of the heads of participating departments and agencies, as the suc- 
cessor to earlier interdepartmental advisory and coordinating com- 
mittees.? 

On October 27, 1950, the Technical Cooperation Administration 
was established within the Department of State.* The administra- 
tion was semiautonomous within the Department and operated sepa- 
rately from other Government agencies concerned with foreign aid. 
A few months later the Institute of Inter-American Affairs, although 
retaining its separate identity, was tied in with the Technical 
operation Administration by the device of making the Director of the 
latter a member of the Board of Directors of the Institute.* 

At the outset, the Technical Cooperation Administration appeared 
to be guided by a long-range, limited approach essentially independ- 
ent of other forms of foreign aid. The Mutual Security Act of 1951, 
however, moved in the direction of integrating all foreign assistance 
programs. It created in the Executive Office of the President the 
position of Director of Mutual Security as a coordinator of the Tech- 
nical Cooperation Administration program in the Department of 
State, of the military assistance program in the Department of De- 


164 Stat. 204. Text in Senate Foreign Relations Committee. Development of Technical 
Assistance Program. Background Information and Documents. Committee Print, Novem- 
ber 22, 1954, pp. 31-36. Hereafter cited as “Background Information and Documents.” 

2U. S. Congress. House. Committee on Foreign Affairs. Memoranda on the point 4 
program, erpmmitice print, 82d Cong., 2d sess., Washington, U. S. Government Printing 

fice, 1952. ; a oe 

3U. S. Department of State. Department Announcement 212, October 27, 1950. 

4U. S. Congress. House. Committee on Government Operations. Technical Coopera- 
tton Administration. Hearings * * * 83d Cong., 2d sess., June-July 1953. Washington, 
U. 8. Government Printing Office, 1954, p. 3. 
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fense, and of the defense support (economic aid) program of the Mu- 
tual Security Agency.’ During this period, MSA itself carried out 
what amounted to technical assistance in the Far East, with TCA 
limiting its activities to the Near East, south Asia, and Africa and to 
Latin America. MSA and its predecessor organization, the Economic 
Cooperation Administration, had been first on the scene in the Far 
East under authority of the Economic Cooperation Act of 1948, and 
they continued to carry out United States assistance programs in that 
area under the principle that only one agency should operate in any 
one country. 

The next major change came with Executive Reorganization Plan 
No. 7, which went into effect in the summer of 1953. An independent 
Foreign Operations Administration replaced the Mutual Security 
Agency and the functions of the Technical Cooperation Administra- 
tion were transferred from the Department of State to this new 
Agency. 

vik recently the Mutual Security Act of 1954 superseded previous 
legislation under which authorization had been provided for technical 
assistance, notably the Economic Cooperation Act of 1948 and the 
Act for International Development of 1950. The act called for the 
dissolution of the Foreign Operations Administration by June 30, 
1955 and the return of the technical assistance program to the De- 
partment of State. The Institute of Inter-American Affairs was ex- 
tended from 1955 to 1960 and was made subject to the budget and 
auditing procedures applicable to regular Government agencies rather 
than those applicable to Government corporations. In other respects, 
however, its corporate powers were retained. 


Ill, ADMINISTRATION THROUGH THE UNITED NATIONS 


The Act for International Development authorizes the President 
to contribute to United Nations technical cooperation programs, This 
provision raises the question of what proportion of total United States 
technical assistance funds should be channeled nae the United 
Nations and what proportion should be administered directly on the 
basis of bilateral agreements with underdeveloped countries. The 
question involves considerations of foreign policy as well as adminis- 
trative factors. It might be argued, for example, that the political 
advantages accruing to the United States through participation in the 
United Nations program are sufficient in themselves to justify such 
participation. On the other hand, it could also be argued that the 
advantages of complete coordination with our foreign policy which 
may accompany a bilateral program are more important. Policy 
questions such as these are beyond the scope of this study. 

The attitude of underdeveloped countries receiving technical assist- 
ance is also an important factor which has a direct bearing 7s the 
administration of the program. In some countries the state of public 
opinion is such that a United States technical aid program might not 
be acceptable but United Nations aid would be welcomed. Some 
governments, for example, are afraid of the internal political reper- 
cussions likely to result from being too closely associated with a west- 


5U. 8. Congress. House. Committee on Government Operations, ut sup., p. 6. United 
States President. First report to Congress on the mutual-security program. December 
%1, 1951. Washington, U. S. Government Printing Office, 1952, p. 45. 
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ern nation or of becoming involved in the controversy between the 
United States and the Soviet Union as a result of substantial direct- 
aid relationships with us. In these cases, of course, administration is 
possible through the United Nations whereas it is not possible, or 
would at least be more difficult, on a bilateral basis. The administra- 
tive problem here, however, again touches on a policy question. Is 
the technical development of these countries of such importance to 
us that it is desirable to seek to allay their political doubts and fears 
by operating through an indirect channel ? 

Another factor to be considered is that other countries often have 
valuable technical contributions to make. In fields such as tropical 
medicine, for instance, the United States does not have a supply of 
technicians comparable to that of some other nations. Nor is there 
an overabundance of American technicians with a knowledge of the 
languages of Asia and the Middle East. Realities such as these may 
argue for administration of part of the program through an inter- 
national agency. 

It is difficult to make precise comparisons of the costs of administra- 
tion on a multilateral and a bilateral basis. It would seem to be clear, 
however, that multilateral administration is less costly to American 
taxpayers since 40 to 45 percent of the financial burden is borne by 
other nations. 

A final question is that of coordination of the United Nations and 
United States programs. This is a matter in which the government 
of the recipient country must necessarily play a large role, but steps 
have also feats taken to improve the processes of coordination and 
consultation between United States and United Nations officials con- 
cerned. An agreement has been reached for the exchange of informa- 
tion between the United Nations and Foreign Operations Administra- 
tion headquarters, and no project will be undertaken without such 
exchange. In the field in many countries a system of committees 
or informal conferences between United States and United Nations 
mission chiefs has been developed. Particular projects are tentatively 
aoterne on the basis of which organization can handle them most 
easily and effectively, with the final decision as to which organization 
will be requested to undertake a project resting with the recipient 
government, 

The present policy of the United States is to regard the United 
Nations programs as complementary to its own efforts. As expressed 
by the Assistant Secretary of State for United Nations Affairs, the— 
use of both offers greater hope of achieving the overall objectives sought by the 
United States than the exclusive use of either.° 

The position of the United States is that, while it has been willing 
to make substantial contributions in funds to the United Nations for 
technical assistance programs, its share should not exceed 60 percent 


*U. S. Congress. Senate. Committee on Forel Relations. Mutual Security Act. of 

ao See at wy Cong., 2d sess., June 1954. ashington, U. 8. Government Printing 
ce, »D. i 

At this point it should be noted that the United Nations technical assistance program 
is not the only multilateral program of this type in which the United States participates. 
The Organization of American States carries on a limited program in the hemisphere and 
receives regular contributions from the United States. he Caribbean Commission and 
certain other specialized international organizations carry out activities which bear at least 
some resemblance to technical assistance. These L programs however, cannot be regarded 
as major parts of the United States effort to provide technica] assistance and will not be 
considered further here. 
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of the total and should in time be reduced to 50 percent. For calendar 
year 1954 the United States pledged a total of $13,861,809 and all other 
nations combined pledged approximately $11.4 million. 


IV. ADMINISTRATION OF THE UNITED STATES BILATERAL PROGRAM 


The present organization of the technical assistance program re- 
flects the concept that the objective of the United States in extending 
aid is to improve the total economic situation and the ability to resist 
Communist aggression in given foreign nations and that technical 
assistance is only one of several instruments available to be used to 
this end, In many countries, technical assistance is the only United 
States aid program; in others, it is used in combination with other 
forms of assistance. Al] nonmilitary programs are administered by 
the same personnel in the Foreign Operations Administration; there 
is no separate technical assistance subdivision. 

This arrangement has led to criticism from numerous sources. The 
International Development Advisory Board in 1953 recommended the 
inclusion of technical assistance in an agency entrusted with the ad- 
ministration of all foreign economic programs, but stated that— 

* * * its identity should be preserved separate from such other programs 
and especially those involving military or large economic aid. 

The Board feared that lumping together technical assistance and 
other foreign aid programs would lend credence to Communist propa- 
ganda that the real aim of the United States in underdeveloped 
countries is imperialistic.’ Church groups which have long been 
active in private technical assistance have been particularly concerned 
about the tying together of military and technical aid. 

A 1954 report prepared by the Investigations Division of the Senate 
Appropriations Committee, based on investigative and research work 
by Agent William V. Sinnott and observations in the field by Senator 
Allen J. Ellender, called attention to the confusion resulting from the 
lack of distinction, in some countries, between technical assistance 
and economic aid. It noted that the technical assistance features of 
the overall international development program tended to become 
merged with and quite overshadowed by special large-scale economic 
assistance grants to such countries as Iran, Israel, Pakistan, India, 
and Egypt. Inasmuch as identical personnel in the same missions 
were dispensing both technical assistance and economic aid, the line 
of demarcation between technical assistance and outright economic 
assistance had become arbitrary, at best. The report reiterated the 
point that as technical assistance loses its particular identity, its 
psychological value diminishes correspondingly and expenditures 
tend to rise,® 

This discussion raises a fundamental question. Assuming that it 
is important to keep technical assistance distinct, at what point is such 
assistance carried beyond its logical limits and inflated into economic 
development aid? In an integrated administration, one in which 








7U. S. International Development Advisory Board. Conclusions and recommendations. 
* * © Report *.* * regarding the United States partietpagen in technical cooperation pro- 
grams for underdeveloped countries. December 1953, p. 25. 

.8U. 8, Congress, ate, Committee on Appropriations. International development 
and related legislation. Committee print, 88d Cong., 2d sess., January 1954.° Washington. 
U. 8. Government Printing Office, 1954, Be. 4-5. Jonathan B. Bingham, Shirt-Sleeve 
Diplomacy: Point 4 in Action, New York, 1953, p. 210. 
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both technical assistance and economic aid are dispensed by the same 
people, there may be less incentive to work out a clear answer and 
make a sharp distinction. Yet, failure to draw a distinction could 
involve not only increased costs to the United States, but important 
policy matters as well. The risk of political involvement in the affairs 
of other nations, particularly underdeveloped nations, is greater in 
the case of large-scale economic aid than in the case of technical 
assistance. It may be desirable to take this greater risk in certain 
situations. This should be done however, on the basis of a calcu- 
lated decision and not as the result of drift from a technical aid pro- 
gram into one of general economic aid, 

On the other hand, it has been argued that the effectiveness of both 
economic and technical assistance is increased when each is used to 
supplement the other and that this can be done more effectively when 
the two programs are administered together. The important ques- 
tion, in this view, is the kind and scope of assistance required to 
achieve the United States objectives in a given country. In some 
countries, no assistance at all is necessary. In others, it may be possi- 
ble to await the cumulative effects of a pure technical assistance pro- 
gram, or there may be available to the country sources of capital 
which make economic grants unnecessary. In still other countries, 
however, it may be possible to achieve the United States objectives 
only through economic development aid; and in most of these cases, 
technical assistance will be required for the efficient utilization of 
this economic aid. 

Those who hold this view further argue that it is equally illusory to 
attempt to distinguish between degrees of United States involvement 
in other coutries’ affairs through extending technical or economic 
assistance, or a combination of the two. They point out that, in order 
to achieve maximum effectiveness, technical assistance frequently 
must deal with a country’s basie economic institutions, with its meth- 
ods of public administration, and with the management of its resources, 
Thus, the only way in which the United States can escape being 
involved—from the viewpoint of the basic relationship between the 
two countries—is to refrain from beginning any program, whether 
of technical assistance or of economic aid. 

In any event, the argument over what the distinction is between 
technical and economic assistance and whether it is wise, or even possi- 
ble, to make a distinction will not be settled by putting administration 
of the programs in one or another Government agency. The same 
questions will remain within the administering agency, whether it be 
Foreign Operations Administration, the State Department, or some 
other agency, so long as this country has both types of programs and 
both are administered by the same authority. 


A. Location of the program in the Department of State 


A major argument for inclusion of the technical assistance program 
within the framework of the Department of State has to do with 
the necessity of achieving an effective coordination of foreign policy. 
It is difficult to control the policies of a separate operating agency 
even if adequate mechanical devices are established to assure coor- 
dination. Policy is developed at least in part by a series of decisions 
inade in the course of operations. While each decision in and of 
itself may lack sufficient significance to require referral to the coordi- 
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nating body, the total effect of a number of these small decisions may 
result in the creation of policy or at least precedent upon which policy 
subsequently is based. It would be more difficult to detect and harder 
and more time-consuming to correct deviations in an operating agency 
over which the Department of State has no direct control. 

Coordination in the field is also essential particularly in the case of 
a program which, like technical assistance, is of a continuing nature. 
The best of coordinating devices are apt to be slow and somewhat 
less than satisfactory in providing speedy answers to specific prob- 
lems occurring thousands of miles away. 

Some would hold that consistency in foreign policy can be obtained 
without merging the operating agency and the policymaking body. 
There are three major arguments against location of the technical as- 
sistance program in the State Department: (1) That the technical 
assistance program is but one phase of a larger aid operation which 
can best be administered by a separate agency outside the Depart- 
ment; (2) that the State Department should devote its energies to the 
formulation of foreign policy and should avoid undertaking opera- 
tional programs; and (3) that the diplomatic and reporting responsi- 
bilities of the Foreign Service and the operating responsibilities of 
technical assistance personnel are to some extent incompatible. In 
this connection, it is again emphasized that a fully effective technical 
assistance program is dedicated to change; that it therefore inevitably 
becomes involved—even though by invitation—in a country’s internal 
affairs; and that the Foreign Service should avoid such involvements. 

A reconciliation of these points of view might be found in the 
proposal to reorganize the Department of State somewhat after the 
fashion of the Department of Defense. This proposal would involve 
the creation of a semiautonomous subdepartment for economic affairs 
which would include technical assistance along with such residual 
economic aid programs as may remain after the abolition of the For- 
eign Operations Administration. It could provide a solution to the 

roblem of coordination of foreign policy, but might raise other prob- 
ems of internal coordination. For instance, there would be the ques- 
tion of how to establish effective communications within the super- 
department without interfering with the operating details of each 
of the major component units. Some also question the advisability of 
adding a large-scale administrative task of this nature to the other 
duties of the Secretary of State. Furthermore, there is the possi- 
bility that foreign economic aid might be given only a secondary 
position in such an arrangement and hence be neglected. It might 
then prove more difficult to attract able personnel to serve in positions 
which would be at the highest levels in an independent agency, but 
which might be several steps down in the administrative hierarchy in 
this proposed type of organization. 

As one device for putting the program in the Department of State 
but leaving it with a measure of autonomy, the suggestion has been 
made that there be established a Technical and Developmental Cooper- 
ation Agency headed by an Administrator responsible to the Secre- 
tary of State and confirmed by the Senate.** Another device might 
be more extensive use of the corporate form of organization, again 


8a See remarks of Representative Harrison A. Williams, Jr., Congressional Record (daily 
edition), March 15, 1955, p. 2513. 
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with the directors responsible to the Secretary and confirmed by the 
Senate. The Institute of Inter-American Affairs could serve as a 
model. 


B. Location of the program in the Foreign Operations Administration 


The second major alternative would be to continue the Foreign 
Operations Administration and keep the technical assistance program 
in that agency. The Foreign Operations Administration which now 
is administering the technical assistance program is scheduled to be 
dissolved in June 1955 in accordance with an act of Congress. Sug- 
gestions have been made however, that this decision be reversed, post- 
poned, or modified. 

The basic argument favoring administration by Foreign Operations 
Administration or a similar independent agency is that operation of 
all foreign aid programs should be concentrated insofar as possible 
in a single agency distinct from the policy-formulating department. 
Such an arrangement probably provides flexibility for the administra- 
tion of a program which is designed to be of a temporary nature. It 
relieves the Secretary of State of many administrative duties and 
allows him to concentrate more on policy matters. The greater degree 
of responsibility in a separate agency, moreover, is said to attract more 
capable leadership and to bring greater freedom from red tape and 
hiring restrictions.® 

The argument is also advanced that technical assistance by its very 
nature is so similar to other Foreign Operations Administration eco- 
nomic programs that to separate it from the agency would only 
cause duplication, overlapping and “jurisdictional” conflict. This 
contention, however, loses some of its force in the light of the con- 
gressional decision in the Mutual Security Act of 1954, that economic 
aid should be terminated and that technical assistance should be re- 
turned to the Department of State. There is nothing to prevent any 
residual or special economic aid programs from being administered 
after dissolution of the Foreign Operations Administration within 
the same structure which houses the technical assistance program in 
the Department. The relationship between the two kinds of aid pro- 
grams would then be the same as it is now, with the same advantage of 
avoiding duplication and the same problem of distinguishing between 
technical and economic assistance. 

The principal argument against administration by a separate 
agency, as previously mentioned, involves the problem of coordination 
with foreign policy. There are other objections as well, including 
the fact that the burdens of the President are increased by the addition 
of another executive agency reporting to him. This is contrary to the 
recommendations of the Hoover Commission in 1949 that the number 
of agencies reporting directly to the President should be drasticall 
curbed. An attempt has been made to meet this objection throug 
the establishment of various coordinating devices such as the Dodge 
Committee, the National Security Council, and the Operations Co- 
ordinating Board. 


* Brookings Institution. International Studies Group. The administration of foreign 
wy and overseas operations. Washington, U. S. Government Printing Office, 1951. 
pp. 92-95. 
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C. Alternative locations of the program 

It would be possible to carry on a technical assistance program 
through several agencies of the Federal Government, such as the 
Department of Agriculture and the Bureau of Mines. Presumably, 
some sort of a clearinghouse or coordinating body would have to be 
established to receive and assign requests for assistance coming in 
from the underdeveloped countries. A loose and informal organiza- 
tion of this type, one which characterized the early period of govern- 
mental technical assistance, would be difficult to control and would 
seem to present serious problems in coordination. It presumably 
would be valid only if technical assistance were very limited and con- 
centrated on the development of a few fields within the underdeveloped 
countries, such as agriculture, public health, and education, as was in 
fact the case before World War II. It has the advantage of allowing 
the agencies with technical skills readily available to conduct the actual 
operating programs. The Department of State would not have re- 
sponsibility for operating the program, but might well provide the 
coordination such a system would require. 

There have been a number of suggestions of other possible loca- 
tions of the technical assistance program within the executive branch. 
One possibility would be to create an independent agency to admin- 
ister only the technical assistance program. This approach would 
meet some of the objections to the present situation in which all for- 
eign aid programs are intermingled. It would seem to require, how- 
ever, some device for coordination with foreign policy. Moreover, it 
would place additional responsibility on the Chief Executive. 

Another possible location for the program is in the Department of 
Defense. The reasoning behind this suggestion is that the purposes of 
the United States’ effort to improve economic conditions in other coun- 
tries are related to national defense in that such efforts are designed to 
check the spread of communism. Further, many of the undertakings 
(i, e., public health, engineering, etc.) are of a kind with which the 
military forces have had considerable experience. Administration 
by the Defense Department is objected to on the grounds that it 
would dissipate the psychological impact growing out of the humani- 
tarian nature of technical assistance, and that the military organiza- 
tion should not be employed outside the direct military orbit.° It 
could further be argued that the purposes and objectives of technical 
assistance are not military in character and that technical assistance 
would be in the national interests of the United States even if the 
Soviet threat did not exist. 


V. INTERNAL ORGANIZATION PROBLEMS 


Regardless of the location of the program within the executive 
igen the problems of the internal organization of the technical as- 
sistance agency or unit are similar. In general this internal organiza- 
tion can be on either a functional or a geographic basis, or a combi- 
nation of the two. In the present organization of the Foreign Opera- 
tions Administration, a combination is used, with programs developed 
through the joint activities of an Office of Operations and an Office of 


% See statement of Harold Stassen. U. 8. Congress. Senate. Committee on Foreign 
Relations. Mutual Security Act of 1953. Hearings * * * 83d Cong., Ist sess., Washing- 
ton, U. S. Government Printing Office, 1953, p. 180. 
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Technical Services. In the Office of Operations. there are four re- 
gional divisions, each having general responsibility for all types of 
programs within its area: Europa; the Near East, south Asia, and 
Africa; the Far East; and Latin America. The regional office is 
responsible for the general conformity of one program in each coun- 
try with United States objectives for that country, for assuring a bal- 
anced and economically sound program of development, and for man- 
aging the funding of the program. Within these regional divisions 
day-to-day operations are handled on a country-by-country basis. 

The Office of Technical Services is organized along functional lines, 
including divisions dealing with food and agriculture, public services 
(i, e., public administration, public health, community development, 
education, and housing), industrial resources, labor affairs, trans- 
portation, trade and investment, and small business. The Technical 
Services offices are responsible for the technical soundness of the 
programs in their respective functional fields; for the utilization of 
the other technical agencies of government which assist FOA in 
functional fields; and for the procurement in the United States of 
the commodities and services required to carry out the programs. 

All programs are developed and implemented through cross-con- 
sultation between the geographic and functional offices concerned. 
Such an organizational pattern is designed to combine broad knowl- 
edge of a country’s economy and its development program with the 
full utilization of technical capacity in the several functional fields. 

The FOA geographic divisions are correlated with the area-type or- 

anization used in the Department of State, and this arrangement 
acilitates the process of informal consultation between correspond- 
ing officials in the two agencies. 

The principal alternatives to the present internal organization of 
the program would be to put it on either a completely geographic 
or a completely functional basis. Again, the concept of what the 
program is designed to do is an important consideration. A geo- 
graphic organization would reflect primary concern with the inte- 
grated development of a given area. A functional organization would 
emphasize worldwide development of certain functions, such as, for 
example, agriculture, and would most ae lend itself to a frag- 
menting of the program among the various departments of the gov- 
ernment concerned with specific subject-matter fields. 

Some question has been raised as to whether the Institute of Inter- 
American Affairs, which handles the program in Latin America, 
should continue as a Government corporation or should be completely 
integrated in the technical aid administration. If an organization 
for the technical assistance program were being created from scratch, 
it is probable that no such separate arrangement as now prevails would 
be contemplated. The fact remains, however, that the Institute has 
operated successfully in Latin America for some 12 years and has built 
up both goodwill and prestige. In addition, its corporate status does 
provide it with a degree of flexibility which is lacking in regular gov- 
ernmental agencies," though this flexibility was considerably curtailed 
by the Mutual Security Act of 1954 which provided that the Institute 


“uU. S. Congress. House. Committee on Government Operations. Technical Coopera- 
tion Administration, op. cit., pp. 19-21. 
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should follow the budget and auditing procedures applicable to regu- 
lar Government agencies rather than those applicable to Government 
corporations. However, the corporate authorities of the Institute 
for purposes other than budget and auditing procedures remain un- 
modified, including authority to determine the manner of obligating 
and expending corporate funds and to receive corporate funds for 
expenditure without regard to fiscal-year limitations."* 


VI. PERSONNEL PROBLEMS 


A. Control of staff 

On June 1, 1953, in a letter envisaging the early reorganization of 
foreign aid activities under the Foreign Operations Administration, 
the President gave the Director for Mutual Security instructions for 
the integrating of foreign aid activities.** In accordance with these 
instructions, nearly 450 technical assistance employees have been 
transferred to the Foreign Operations Administration from other 
Government agencies. About the same number remain on the rolls of 
other agencies but are presently working for and paid for by Foreign 
Operations Administration. They are mainly in the Departments of 
Commerce and Interior and are engaged, for the most part, on highly 
specialized projects. 

The President’s action has a bearing on a primary question with 
respect to the technicians employed in the program. Should such 
employees wherever possible be carried on the ralle of the agency ad- 
ministering the program or should tiey be recruited in major part 
from other agencies of the Federal Government on a loan basis? Until 
recently these other agencies have supplied the technicians requested 
by the Foreign Operations Administration. The technicians were 
continued on the rolls of the other agencies but their salaries and ex- 
penses were paid from funds made available by the Foreign Operations 
Administration. Once assigned to the Foreign Operations Adminis- 
tration, they were subject to its supervision and control. This sys- 
tem has had obvious 0 arly It has allowed the Foreign Opera- 
tions Administration to make use of well-qualified technicians who 
either were already employed by the other agencies or whose capa- 
bilities were known to them. It has made easier the recruitment of 
qualified people for short-term assignments which they might other- 
wise have been unwilling to accept; and it has mobilized the in- 
terest of other Government agencies in the technical assistance pro- 
gram. It also provided a channel through which there could be 
made available to these agencies such knowledge which the tech- 
nicians acquired abroad as might be useful in the United States. 

At the same time, there have been disadvantages in this type of or- 
ganization. The lines of authority and contro] have not been clear. 
There has been a natural tendency for employees of the Department 
of Agriculture, for instance, either consciously or unconsciously to 
continue Department of Agriculture methods and policies even after 
being assigned to a technical assistance mission, regardless of whether 
or not those policies were identical with those of the Foreign Opera- 
tions Administration. 


ta Public Law 665, 83d Cong., 2d sess., sec. 544 (b). See also, U. S. Congress. Senate. 
Committee on Foreign Relations. Report on H. R. 9678, the Mutual Security Act of 1954 
(8S. Rept. 1799, 83d Cong., 2d sess.), p. 114. 

% Department of State Bulletin, vol. 28 (June 15, 1952), pp. 855, 856. 
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Another alternative which has occasionally been used by FOA has 
been a contract between FOA and another Govesniiens agency, such 
as, for example, the Bureau of Public Roads. Under this type of con- 
tract, the other agency agrees to carry out a project under the general 
direction of FOA, utilizing its own personnel who remain on its rolls. 


B. Recruitment 

A major problem with respect to the technical assistance program is 
the difficulty of securing adequate numbers of qualified technicians. 
The temporary nature of the posts to be filled and uncertainty as to 
the future of the program have been deterrents to recruitment, par- 
ticularly of able and experienced personnel. Enlistment for tech- 
nical cooperation missions abroad also has been handicapped to some 
extent by the understandable reluctance of other Government agencies 
to release their best men for field operations over which they had 
no control or for which they have no responsibility. 

A board of consultants to the Technical Cooperation Administration 
recommended in 1953 that recruitment be facilitated by allowing the 
Civil Service Commission “maximum flexibility” in appointments of 
overseas personnel. The board noted that personal qualifications and 
experience often are more important than academic standing. It 
also recommended that salaries should be kept in line with home 
salaries so that the determining factor would be the appeal of services 
to be rendered rather than compensation. Further suggestions called 
for liberalizing leave from positions in other agencies of government 
in the United States, and guaranteeing continuance of State or insti- 
tutional retirement plans. 

Partly because of the difficulties attending recruitment of technical 
and professional personnel from other agencies of Government, the 
Foreign Operations Administration has found it necessary to obtain 
a considerable proportion of the personnel required for specialized 
overseas operations from sources outside of the United States Govern- 
ment. This has been accomplished through a number of channels. 
The agency has established close contacts with professional, technical, 
and scientific organizations throughout the country, such as the Public 
Administration Clearing House, and the various societies in econom- 
ics, engineering, accounting, and other professional fields of FOA 
activity. It is in touch with appropriate departments—those of 
anthropology, political science, public administration, and others—of 
leading universities and colleges, especially the land-grant colleges. 
The Foreign Operations Administration maintains close working 
relations with the heads of these institutions to the end that it may 
obtain data on the specialists it requires. In addition to these recruit- 
ment sources, other Government agencies aid FOA in securing tech- 
nical specialists. The Public Health Service and the Office of Educa- 
tion, for example, are the primary source of nominations of personnel 
to FOA in their respective fields. 

As a rule, the Foreign Operations Administration seeks persons 
already employed in responsible positions, since these will have some 
of the maturity and practical experience needed for service abroad. 
Recruiters in the Personnel Office of the Foreign Operations Admin- 
istration and contact men in the field are on the alert for nominations 
of qualified individuals from all of the sources indicated above. Those 
whose interests and qualifications appear to be in line with posts to 
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be filled are brought to Washington—with their wives, if practicable— 
for further screening. 

The individuals selected for appointment are then given a relatively 
¢hort briefing—the duration and character of which is determined by 
the:nature of the duties to be performed, the country to which assign- 
ment is made, and the needs and aptitudes of the appointee. For 
some purposes individuals attend the Foreign Service Institute of the 
Department of State. Some are briefed by division chiefs of relevant 
Government agencies, as, for example, the Department of Agriculture 
for agronomists, the Public Health Service for those concerned with 
promoting sound health practices in underdeveloped countries, and 
the Office of Education for specialists in the field of public education. 
Not infrequently, briefing may also call for short periods of consul- 
tation at colleges or universities. 

Language difficulties become especially important when the tech- 
nician is to be abroad for only a short time. Although attempts are 
made to obtain technicians who already have facility in the appro- 

riate foreign language, it is obviously impossible to attain that goal 
in all cases, particularly in the Middle East and Southeast Asia. 
More language training has been recommended for technicians being 
sent overseas, but that is not always practical, particularly in the case 
of short-term appointments. 


C. Relations of diplomatic and technical assistance personnel in the 
Y 


A problem in some posts overseas is the proper relationship between 
United States technical assistance personnal and the diplomatic staff. 
The chief of the diplomatic mission serves as the chief of all United 
States personnel in the country. This arrangement is essential for 
purposes of coordination of foreign policy. Nevertheless, the atti- 
tudes in the diplomatic service are apt to differ somewhat from those 
of individuals working in a program such as technical assistance. 
Resentment may rise on both sides over what one might consider 
precipitate haste and the other as dragging feet. Add differences in 
allowances, housing facilities and—in some cases—social attitudes, 
and it is easy to see how a schism might develop between personnel 
of the two agencies. 

On the other hand, some private organizations and missionaries are 
concerned about the tendency of technicians in some areas to become 
too closely attached to the diplomatic corps. They feel that this 
results in a loss of the shirt-sleeve approach and that the technicians 
do not circulate sufficiently among the people to be served. 


D. Length of overseas assignment 

The amount of time it takes to get a technician to his post and able 
to operate in an efficient manner is a matter of major concern. From 
the time an underdeveloped country presents its request for a specific 
type of technician until that technician is hired and ready to go to 
work, many months have passed. <A time lag of from 5 to 6 months 
is not unusual. The procedures which must be followed are involved: 
The formal request from the country, forwarding the request to 
Washington, finding the technician, sending his qualifications back 
to the originating country for approval, and, finally, the appoint- 
ment, security clearance, training, orientation, travel, and acclimatiza- 
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tion of the technician. A result of the time lag is that the field has 
often operated at a level below its authorization with the program 
retarded accordingly. 

Closely connected with the time lag is the problem of the short- 
term appointment. Appointments for a period of 24’ months, for 
instance, result in actual field work of fairly short duration. Travel 
time, orientation time, acclimatization, and annual and sick leave must 
be deducted. The usual cost (including salary, travel, pay differen- 
tials, and allowances) of sending a United States technician to ‘some 
»osts, India, for example, for 2 years is between $27,000 and $28,000. 

here is a question as to whether the technician can be effective enough 
in such a period to justify an expenditure of this size. 

Proposals have been advanced for the development of a career 
service to carry out the technical assistance program, This approach 
holds the promise of providing a permanent pool of technicians who 
would gain through experience greater competence in dealing with 
the peculiar problems of technical assistance in areas of varied cul- 
tures. Development of a career service will be difficult, however, as 
long as the program is subject to frequent organic changes and wide 
year-to-year fluctuations in size and scope. 


VII. FINANCIAL ARRANGEMENTS 


The technical] assistance program operates under substantially the 
same fiscal controls which affect most other. governmental projects. 
Beyond these, however, is the additional fact that the future of the 
technical assistance program, in a political sense, has not been assured. 
Although technical assistance has received relatively less criticism, 
there have been demands in Congress and elsewhere for the drastic 
reduction or elimination of all foreign aid programs. It is un- 
doubtedly difficult to build up a good staff or develop an effective 
long-range program when there is a high degree of uncertainty 
as to how much money, if any, will be available after the end of the 
fiscal year. Against this, however, is the consideration that carefully 
controlled appropriations are essential to prevent the technical as- 
sistance program from undertaking overly ambitious: and unduly 
costly projects. : THO 4 

The inability to conduct long-range financial planning in the past 
was reflected in’ relationships: of ‘privaté organizations with the pro- 
gram, Some of these organizations hesitated to enter .into contracts 
or commit large sums of their own for projects which ‘would reqitire 
the continuing operation of the technical assistance program’ over ‘a 
number of years. The Foreign Operations Administration, however, 
now has authority to negotiate 3-year coritracts, a change which has 
led to a growing number of contracts with private business and uni- 
versities. Petre, 

Another problem arising from the inability to plan on a ae 
range basis. is that of coordinating the United States portion of the 
financing with that of the host country. This contributiort by the 
local government is in many. cases as much as five times that of the 
United States share in a country program:' Tt becomes more difficult 
for the local government to budget with an eye to the*future wher it 
has no assurance of the extent of United States participation beypnd 


> , ’ ’ 


a current fiscal year. 
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Vill. EVALUATION METHODS 


The results of the technical assistance program often may be 
amorphous and hard to define. How can the impact of an educational 
program, for example, be measured in meaningful terms? How much 
of the increased agricultural production in a certain country can be 
certified as the direct result of the assistance program and how much 
resulted from better weather conditions or other factors? How can 
the improvement in public administration be stated in statistics? Or, 
even more important, perhaps, how can the change in atmosphere 
from despair to hope be evaluated? And, finally, how can the impact 
of the total program on the achievement of the objectives of our for- 
eign pone e measured? Certain economic guides and indicators 
may be relied upon to gage the progress of parts of the program but 
many of the nations with which technical assistance is concerned lack 
effective statistical and reporting services. It is quite possible that 

rsonal subjective judgments will remain the only evaluations possi- 

le for some aspects of the program. 

Even where they are available, statistics are incapable of measur- 
ing the full impact of technical assistance, especially the cultural, 
social, and political consequences. Most economically underdeveloped 
societies cling to traditional ways of doing things. The approach of 
western science is as foreign to them as are the products of that 
science—antibiotic drugs, hybrid seeds, crossbred livestock, and 
vitamin pills. What happens when a self-contained society is dis- 
rupted by the introduction of new techniques? This question is one of 
the t relatively unexplored areas of technical assistance. 

There has been criticism of the Foreign Operations Administration 
and its predecessor agencies on the ground that there is no proper 
evaluation of the results of the training given foreign technicians 
brought to this country under the technical assistance program. This 
situation is now reported to have been corrected. Monthly reports are 
made on each trainee and, in addition, they are given a summing-up 
course at a university to round out their program, help them evaluate 
their experiences in this country, and the like. An attempt is now 
being made to devise means of following up on trainees after return 
to their own countries. 





Ix. RELATIONS WITH PRIVATE ORGANIZATIONS 


A contracting system whereby private organizations undertake 
pare of the operations of the technical assistance program allows the 

oreign Operations Administration to delegate responsibilities, tap 
sources of personnel otherwise unavailable, and minimize official in- 
volvement. On the other hand, large-scale use of private agencies may 
complicate administration by requiring more coordination and so more 
personnel. It also may have the effect of circumventing Government 
salary Senge. 

There has been a considerable expansion of the use of the contract- 
ing system under the present administration. One of the most signif- 
icant recent developments is the increased use of land-grant colleges on 
a contract basis to carry out appropriate missions both at home and 
abroad. Forty-three contracts were in effect on September 15, 1954, 
and more were in the process of negotiation, Contracts have also 
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been negotiated with a number of private organizations. The Near 
East Foundation, for example, undertook a multipurpose program in 
Iran; the American Friends Service Committee contracted for a 
project in India; and private corporations have been used for opera- 
tions such as aerial mapping, locust-spraying, well-drilling, and 
economic and engineering studies and surveys. 

The Foreign Operations Administration has established a central 
office to provide liaison with voluntary agencies, and efforts are also 
reported being made to improve coordination with private agencies in 
the field. 


X. CONCLUDING COMMENTS 


Repeated change in administration and organization is not an un- 
usual characteristic of a new governmental undertaking. In this 
respect, the technical assistance program is no exception. It has been 
scattered among various executive agencies with minimum coordina- 
tion. It has been centralized in the Department of State. It has 
been fused with other forms of aid in the Foreign Operations Admin- 
istration. Now, it is apparently headed back to the Department of 
State. 

These changes have reflected varying concepts of what the program 
is and where it fits in the conduct of foreign policy. While such 
changes, to some extent, may be unavoidable, nevertheless they take 
their toll in terms of increased costs and decreased efficiency. 

At the end of June 1955, technical assistance functions are scheduled 
again to be lodged in the Department of State, in accordance with the 
Mutual Security Act of 1954. Although the shift presumably will 
settle for the present the location of the program within the executive 
branch, a number of questions pertinent to administration and or- 
ganization remain to be clarified. Among the most important are the 
following: 

1. Relationship of the United States bilateral program to 
United Nations technical assistance activity. 

2. The relationship of technical assistance to vestigial foreign 
economic aid and to military assistance. 

3. The relationship of the unit administering technical assist- 
ance within the Department of State to other branches of the 
Department and to other executive agencies. 

4. Problems of internal organization, personnel, financing, and 
evaluation. 

5. Relationships of the technical assistance agency to private 
organizations. 

The fact that these questions remain highly pertinent several years 
after the establishment of the expanded technical assistance program 
is a reflection of a fundamental difficulty. The program has not yet 
found its level and place in the Government. There is still lacking a 
consistent concept of the scope of technical assistance and its role in 
foreign policy. Until such a concept emerges, and gains general ac- 
ceptance, administrative and organizational problems of a serious 
oe are unavoidable and solutions are likely to prove temporary 
at best. 
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FOREWORD 


In the last 2 years, the Soviet Union has filled the air of non-Com- 
munist Asia with frequent statements about the extent to which it is 
willing to furnish technical assistance to underdeveloped countries as 
a part of mutually beneficial trade agreements. In the same period, 
it has begun to contribute to the United Nations expanded technical 
assistance program. 

The Subcommittee on Technical Assistance Programs asked the 
Legislative Reference Service of the Library of Congress to make a 
thorough survey of these Soviet activities so that there might be avail- 
able information as to their scope and characteristics. Soviet sources 
have had to be used extensively and they are used subject to the 
usual reservations as to accuracy. This study is based on the report 
prepared by Dr. Sergius Yakobson, senior specialist in Russian affairs, 
and J. Clement Lapp, Foreign Affairs Division, Legislative Reference 
Service, under the direction of the subcommittee staff. 

The study is designed to provide background information, and the 
subcommittee will undoubtedly wish to explore some of the implica- 
tions and questions which are raised. But certain conclusions seem 
clear: 

The Soviets conceive of technical assistance as something which 
can be sold as part of a trade agreement and which is, at the same 
time, a useful opening wedge for economic and political penetration. 
There is no bilateral grant assistance in the Soviet scheme of things. 

Technical assistance, even under the Soviet definition, has been 
mainly limited to Afghanistan and India, with peripheral activity in 
Burma and Indonesia. It is impossible to measure its extent, 
but the available evidence indicates that thus far, at least, Soviet 
activities are only a fraction of the United States work in this field. 

Soviet. performance has not lived up to Soviet promises. In part, 
this is because of the exaggeration inherent in Soviet propaganda. In 
part, also, it is a reflection of the domestic economic difficulties of 
the U.S.S.R. Appealing to the desire of Asian states for industrial- 
ization, the Soviet Union has made extravagant promises of advanced 
industrial equipment, and this is precisely the type of assistance 
which it is least capable of rendering. 

There appears to be no occasion for the United States either to 
withdraw its aid from countries receiving Soviet “‘assistance” or to 
attempt to outbid the Soviets in given countries. The Asian countries 
themselves have generally received the Soviet offers cautiously and 
somewhat skeptically. The United States may well benefit from a 
comparison of American and Soviet technical assistance programs 
operating in the same country. 

Finally, the Soviet technical assistance programs appear to be a 
tacit admission of the success of the American and United Nations 
programs in this field. The Soviet programs also appear to be a 
recognition on the part of the Soviets that the process of economic 
development may lead either to democratic or totalitarian political 
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forms—that is, that democracy does not necessarily follow from econ- 
omic development. ‘This is a point which it is well for American 
policymakers to keep in mind. 

Soviet technical assistance has not, as yet, been conspicuously 
successful, but it is something which we should not fail to take into 
account in formulating and carrying out our own policies. 


Mrxe MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 


JUNE 10, 1955. 
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SOVIET TECHNICAL ASSISTANCE IN NON- 
COMMUNIST ASIA 


I. InrRopucTION 


As applied by the Soviet Union to its own activities, the term “‘tech- 
nical assistance’ means the rendering of assistance by Soviet tech- 
nicians in return for compensation from a contracting government. 
The services of the technicians are usually supplied in connection 
with the assembly of equipment which the contracting government 
has bought from the Soviet Union. 

The term “technical assistance” is also applied to the training of 
technicians in the U. S. S. R. for compensation from a contracting 
government, usually in conjunction with the sale of Soviet equipment. 

The Soviet technical assistance program, therefore, is somethin 
very much different from the technical assistance program cayeiod 
on by the United States. 

It is not, however, irrelevant to a consideration of the problems of 
policy and operations involved in the United States activities. In 
their scope and character, Soviet technical assistance activities reflect 
Soviet economic and political foreign policy and serve as a guide to 
Soviet efforts to bring additional Asian nations into the Soviet eco- 
nomic and political orbit. There is also evidence to suggest that these 
activities have been inspired, in part, by Soviet concern over the 
impact of United States and United Nations technical assistance 
programs. 

It is impossible to estimate with any accuracy the cost of what even 
the Soviets themselves refer to as “technical assistance.” The 
amount of bilateral Soviet assistance in the American understanding 
of the term is zero. And under the Soviet definition, technical assist- 
ance is so much a part of a business transaction that one cannot, with 
any assurance, segregate an amount. 

It seems clear, however, that even this amount is not large, com- 
pared either to the United States program or to the impression created 

y Soviet statements, most of which are couched in exceedingly 
general. terms. 

It is the purpose of this study to examine the Soviet technical 
assistance activities in the non-Communist states of Asia, to describe 
the Soviet organization for administration of these activities, and to 
attempt to fit these activities into the larger context of Soviet policy. 
Soviet participation in the United Nations technical assistance 
programs is also treated. 

e study does not deal with technical or economic assistance, or 
other activities related to economic development, in the Soviet captive 
states of Eastern Europe, in Communist China, North Vietnam, 
North Korea, or Tibet. The U.S. S. R. has extended large crédits to 
other members of the Soviet bloc, including Poland, Czechoslovakia, 
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Hungary, Communist China, and North Korea. On balance, how- 
ever, so far as Eastern Europe is concerned, the net flow of capita] 
has probably been from the captives to the U. S. S. R. Indeed, 
some of the Eastern European captives, notably Czechoslovakia and 
the Soviet Zone of Germany, were no doubt at a higher level of eco- 
nomic development than the Soviet Union itself at the time they fell 
within the Soviet grasp. In regard to Communist China, there is 
little reliable information in available sources as to the extent of 
Soviet credits or the methods of applying them. 

It is known that the Chinese Communists themselves are carrying 
on reconstruction work in North Korea and North Vietnam. The 
have also engaged in roadbuilding in Tibet. It is not clear how muc 
of this has been done with an eye to economic development and how 
much with an eye to military operations. 


II. BackGrounD 


Soviet offers of technical assistance to non-Communist Asian 
states have been a comparatively recent development and must be 
viewed in the light of an evolving Soviet trade policy which became 
most pronounced after the death of Stalin but which appears to have 
been going on in fact for some time previously. 

The old Soviet conception was that exports were justified solely by 
the need to pay for a minimum of imports required for the fulfillment of 
planned domestic goals. In 1940, the Soviet Ministry of Foreign 
Trade voiced official approval of the fact that whereas the Soviet 
Union ranked 2d among the nations of the world with respect to in- 
dustrial production, it stood 19th with respect to foreign trade.' 

This conception was first challenged in 1948 by the prominent 

Soviet economist, V. E. Motylev. He agreed that internal economic 
requirements make a certain level of imports necessary, and that 
these have to be covered by exports; but he insisted that it is also 
true that specific foreign policy objectives may dictate additional 
exports. In line with the political objectives of the U. S. S. R., he 
asserted, Soviet foreign trade is— 
a means of developing and strengthening friendly ties and close collaboration 
with a number of countries, and a means of facilitating their development in 
directions which correspond ‘both to the interests of those countries and to the 
interests of the Soviet Union.? 

The current official Soviet view is that foreign trade is both an 
“organic part of the Socialist economic system” and an “integral 
element of the Soviet foreign policy.” * 

This change has been interpreted as a shift from military to economic 

ressure in the Soviet’s anti-Western campaign.‘ The new tactics, 
involving a limited employment of technical aid, particularly for 
Depaeeniese purposes, have gradually come into focus together 

ith increased reliance on the peace offensive, economic pressure, and 
the trade offensive. 


be teens M. eee: “The New Soviet Posture in World Trade,” in Problems of Communism, November- 
ecem ber 1 p. 9. 
2 Sergius Yakobson: “Soviet Consent of Point Four,” The Annals of the American Academy of Political 
and Social Science, March 1950, p. 134. 
* Vneshniaia Torgovlia (Foreign Trade), Moscow, November 1954, p. 1. 
* Leon M. Herman, op. cit., p. 1 
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EVOLUTION OF SOVIET TACTICS 


ee postwar evolution of Soviet tactics, two phases may be 
noted: 

1. Until the death of Stalin, Soviet policy attempted to create an 
impression of support for the economic well-being of Asian states, 
while in fact no actual contribution was made toward economic de- 
velopment. Soviet policy was mainly engaged in denouncing the 
United States technical assistance program and holding— 
before the underdeveloped countries visions of Soviet bounty ready to pour forth 
on the world if it rejected American efforts to exploit impoverished colonial 
peoples.® 

2. After the Malenkov government came into power, the Soviets 
began to make a financial contribution to United Nations technical 
assistance programs and rather modest offers of technical assistance 
to non-Communist Asian states. 

At the present stage, any comment upon the policy of the Bulganin 
government with respect to the development of Asian states could 
only be speculative. It should be noted, however, that Molotov 
recently gave assurance that the technical assistance policy adopted 
by Malenkov will continue. 

Of the non-Communist states of Asia, only in Afghanistan and 
India has Soviet technical aid actually been provided to any extent. 
The Soviet techniques of gaining an entree, applied in Afghanistan 
and India, are now being used in Indonesia and, to a lesser extent, in 
Burma. An extension of Soviet direct technical assistance to Asian 
countries other than Indonesia and Burma appears less imminent than 
in these two states. 


CHARACTERISTICS OF SOVIET TECHNICAL ASSISTANCE 


From Soviet words and actions in regard to its technical assistance 
programs, certain general characteristics of those programs and of 
the Soviet approach to them can be defined: 

1. The programs are trade arrangements and emphasis is placed 
on their businesslike nature. This provides assurance, so the Soviets 
say, that their trade and technical assistance are “disinterested,” and 
a contrast is drawn with United States aid which is pictured as being 
invariably accompanied by American political pressure and as being 
contingent upon support of American ‘aggressive militarism.” The 
Soviets also use the trade argument to capitalize upon the sensitivity 
of Asian states toward being recipients of charity. 

2. The Soviets view trade as ‘‘disinterested,’”’ however, only when 
it is conducted on a government-to-government basis. They attempt 
to discredit Western private investment as an extension of 19th 
century colonialism. 

3. The Soviets offer long-term, low-interest loans with deferred 
payments which may be made in local currencies or which may be 
made through barter deals or other mercantilistic arrangements. 
(In practice, although some Soviet loans bear interest at 2% or 3 
percent, most of them are payable in 10 to 15 years, or even less. 
Under the mutual security program, the United States makes 40-year 


‘ Michael L. Hoffman, in New York Times, July 27, 1949, p. 7. 
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loans with interest at 3 percent if repaid in dollars or 4 percent if 
repaid in local currency.) The Soviets likewise offer to buy raw ma- 
terials, including those which are a glut on the market, on the basis 
of firm prices fixed for a period of 1 year orlonger. Thus, they attempt 
to meet the shortage of international exchange, particularly dollar 
and sterling shortages; to satisfy the need of the Asian states for 
dependable export markets, and to appeal to the desire for low interest 
rates. Thus, also, do they attempt to draw the Asian states into 
arrangements which, if accepted, would tend to remove those states 
from the Western trading system and place them within the Com- 
munist economic orbit. 

4. Finally, the Soviets offer machine tools and industrial equipment 
to satisfy the demand for rapid industrialization and economic develop- 
ment evident in most of the states of Asia. (In practice, actual deliv- 
eries appear to have been negligible to date.) Propaganda is devel- 
oped on the theme of helping Asian states on the road to political and 
economic independence. At the same time, to satisfy the demand 
for consumer goods, Soviet exhibits at Asian trade fairs have created 
an impression that the vast array of items ranging from household 
— to refrigerators and automobiles would be available from the 

viet Union if political and trade ties were established. 


U. 8. 8. R. ECONOMIC CAPABILITIES 


The Soviet Union itself, however, is a shortage economy with needs 
for capital goods and unfilled demands among its own people for con- 
sumer aia. Despite the fact that Soviet technical assistance is a 
trading arrangement, foreign deliveries of goods of this kind tend to 
intensify Soviet domestic economic problems. 

The 1946-50 five-year plan, for example, promised delivery of 
725,000 tractors in the Soviet Union. Production was in fact in the 
neighborhood of 689,000, a shortage of only 5 percent, but because of 
the diversion of tractors to the European captive countries, only 
about 536,000 units were actually received in the U.S. S. R. itself—a 
shortage of 26 percent. This further aggravated the disorder in 
Soviet agricultural production openly admitted by the Soviet leader- 
ship in September 1953.° 

The picture is substantially the same for consumer goods. In 1953, 
plans were announced for the annual production, beginning .n 1955, of 
196,000 washing machines, 330,000 refrigerators, 500,000 vacuum 
cleaners, 3,445,000 bicycles, and 4 million radio receivers—to satisfy 
the needs of a population in excess of 210 million.’ And the return to 
an emphasis on heavy industry following the resignation of Malenkov 
probably means that even less consumer goods will be available either 
for home consumption or for export. 

It is apparent, therefore, that, despite the emphasis on trade, a large 
political element must enter any Soviet decision to divert either capital 
or consumer goods from its own economy in return for the types of 
things which it has indicated it is willing to accept in repayment. 
Even when such a decision is made, deliveries are likely to be slow and 
the amounts involved to be exaggerated. 


* Leon M. Herman, op. cit., p. 12. 
* New York Times, November 1, 1953, p. 26. 
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PROPAGANDA THEMES 


Within this context, Soviet offers of technical. assistance appear to 
be motivated by the objective of developing receptivity to trade and 
hence to the broader motive of bringing the states concerned within 
the Soviet sphere of economic and political influence and control. 

While the Soviet trade and technical assistance offensive has. been 
based on this general strategy, tactics have been accommodated to the 
peculiarities of the individual states with recognition given to political 
factors affecting resistance. These include the degree of industrial 
development and other internal economic peculiarities of the state. 
Thus, while the lure of rapid industrialization and basic economic de- 
velopment is held out to the lesser developed areas, the prospect of a 
vast market in the Soviet Union and Communist China is extended to 
an industrialized Japan, thirsting for markets. 

_ Certain themes, however, appear in Soviet statements on the sub- 
ject. The following is typical: 

Striving to expand international economic cooperation, the countries in the 
socialist camp are giving considerable technical aid to countries which are eco- 
nomically underdeveloped, and granting this aid on conditions radically different 
from those imposed by capitalist countries, The democratic [i. e., Soviet bloc] 
states do not pursue the goal of economically subordinating underdeveloped coun- 
tries. They grant loans on more favorable terms. Rendering assistance to 
economically backward states, the democratic countries export to them only such 
materials as are difficult for them to produce domestically. Capitalistic firms, on 
the other hand, try to flood every market with their own goods. The aid of the 
democratic camp to countries poorly developed pomaeninely is based on the prin- 
ciple of mutual oe eee recognition of the equality of both sides and non- 
interference in internal affairs. * * * It is becoming increasingly clear that the 
policy of international cooperation conducted by countries in the socialist system 
is prevailing over the policy of U. S. ruling circles which is aimed at disrupting this 
cooperation.*® 

III. ADMINISTRATION 


Soviet technical assistance is administered by a subordinate organi- 
zation of the Soviet Ministry of Foreign Trade, the agency V/O 
Technoexport. The function of this agency is to furnish equipment 
for Soviet projects outside the U.S. S. R., to supervise plant construc- 
tion, and to provide technical consultants for the planning of indus- 
trial development projects and other Soviet technical assistance pro- 
grams abroad. This agency sends engineers and other Soviet tech- 
nicians to the recipient country and supervises the training in the 
U.S. S. R. of workers, engineers, and technicians from the contracting 
country. While the projects are supervised by V/O Technoexport, 
this agency, when operating outside the U. S. S. R., administers its 
program as a part of the Soviet Trade Organization, another arm of 
the Ministry of Foreign Trade. 

The operations of V/O Technoexport have been primarily in the 
East European captive countries, China, and North Korea. In the 
non-Communist countries of Asia V/O Technoexport has undertaken 
projects in Afghanistan and India. 

While this agency has the central responsibility for planning and 
administering technical assistance programs, insofar as Soviet tech- 
nical assistance activities in non-Communist Asia have developed to 
date, other agencies have played an important role. These include 


* Kommunist (Moscow), No. 15, October 1954, pp. 44-60. 
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the various state organs concerned with agriculture and industry; 
the State Bank; the organs of propaganda including foreign broad- 
casts; the various organizations which sponsor the visits of non- 
governmental delegations to the Soviet Union; the Chamber of Com- 
merce of the U.S. 5. R., which plays a prominent part in the organiza- 
tion of Soviet participation in foreign trade fairs; and export-import 
organizations of the Ministry of Foreign Trade other than v0 
Technoexport.° 

IV. AFGHANISTAN 


Soviet technical aid activities in Afghanistan have followed and have 
been identified with a drive for expanded trade. The trade drive 
would appear to have a basis in long-range strategic interests of the 
U.S.S. R. rather than in any immediate advantage to be gained from 
imports from Afghanistan. 

Afghanistan is predominantly an agricultural country. Its more 
important exports include Fatakl furs and cotton. Afghanistan has 
COnper. coal, lead, iron, and some oil deposits. Geographically, 

ghanistan borders the Soviet Union. Long considered to be a 
barrier between Russia and the subcontinent, it flanks both India and 
Pakistan on the one side and the Near East on the other. Politically 
Afghanistan was long considered as being anti-Russian and an oppo- 
nent of communism. 

A Moslem state, it has a close identity of interest with the other 
Moslem states of the Near East. In 1937 a friendship and non- 
aggression treaty (the Pact of Saadabad) was signed linking Afghani- 
stan with Iraq, Iran, and Turkey. In 1949 official announcements 
were made in Kabul and Tehran that the 1937 pact still existed ‘‘in 
spirit.” The treaty was interpreted by some as being the nucleus of 
a possible Middle East defense alliance. Turkey has subsequently 
become a member of the North Atlantic Treaty Organization and 
has concluded individual treaties with Pakistan and with Iraq while 
the United States has signed military assistance agreements with 
Pakistan and Iran. F eee Pakistan’s independence in 1947, 
Afghanistan’s relations with its Moslem neighbor to the southeast 
were strained by a dispute over the area inhabited by the Pathan 
tribesmen in the regions bordering the Khyber Pass.’ During the 
period in which relations remained tense the traditional trade of 
Afghanistan with India was adversely affected, due to Afghanistan’s 
geographical position. In this context the Soviet Union moved to 
penetrate Afghanistan. 

Early in 1950 the U.S. S. R. brought pressure on both Afghanistan 
and Iran for increased trade. Concurrently charges were made 
against Afghanistan in connection with the work of the American 
firm, Morrison Knudsen Co., engaged in the construction of irrigation 
canals and other projects for the Government of Afghanistan." In 
an effort to discredit United States technical assistance the Soviet 
Union charged that American specialists were building military roads, 
making maps, and engaging in espionage near the U.5. S. R. frontier. 

* Article by N. I. Metnikov, dent of V/O Technoexport in Soviet Union, (Moscow) November 
1954; see also the Russo-British Chamber of Commerce Information Circular, Janu 7, 1955, and Trade 
os of the U. 8. 8. R., published by Trade Agency of the U. 8. 8. R. in Ind a, Calcutta. 
ew York Times, January 23, p. 11; February 4, 1950, p. 4; April 24, 1950, Rt New York Herald 


1950, 50, p. 4; ril 24 
Tribune, Jan 29, 1950, p. 16; February 4, 1950, p. 25; and the Times (London), ember 11, 1953, p. 9. 
1’ New York Herald Tribune, May 17, 1950, p. 7. 











SOVIET TECHNICAL ASSISTANCE IN NON-COMMUNIST ASIA 245 


In July 1950 a 4-year Soviet-Afghan trade agreement was concluded. 
It provided for Soviet delivery of machinery and transportation equip- 
ment and for Soviet credits linked to the future export of Afghan 
minerals to the Soviet Union. Press reports at the time indicated 
that the Soviet Union had offered the services of oil-prospecting 
technicians in conjunction with the export of drilling equipment.” 

At the beginning of 1952 it was reported that Afghan-Soviet trade 
had doubled and that the Soviet Union had opened a trade office in 
Kabul.* This office was staffed with experts to stimulate trade and 
further Soviet aims in Afghanistan. Efforts to gain an economic 
foothold in Afghanistan were accompanied by propaganda and 
diplomatic pressure directed against United Nations and United 
States technical aid programs in Afghanistan."* 

Commenting on technical assistance given to Afghanistan prior to 
1953 the official Soviet foreign trade journal states: 


Together with the successful development of mutually profitable trade between 
the Soviet Union and Afghanistan, the Soviet Union gives real help in the develo 
ment of Afghan economy. To this end repeatedly Soviet specialists in the field 
of entomology, veterinary medicine, in the exploitation of oil wells, etc., have 
been sent to Afghanistan. In the city of Kunduze, Soviet specialists have built 
the largest cotton-cleaning plant in the country. The Soviet Union had delivered 
to Afghanistan metal poles and wires which permitted the establishment of about 
1,500 kilometers of telegraph and telephone lines. In 1952 the construction of 
four oil tanks having a general capacity of about 1,200 cubic meters was started. 
The construction by Soviet specialists of these reservoirs for holding oil products, 


with pumping and distributing mechanism, has received high praise from the 
Afghan people. 


DEVELOPMENTS SINCE 1953 


In April 1953 a five-man Russian technical mission arrived in 
Kabul to supervise the construction of air-conditioned storage houses 
for wheat. Ten months later, on January 27, 1954, an agreement 
was signed in Kabul for a loan of $3.5 million to Afghanistan at 3 
percent interest to be applied to the construction of two large grain 
elevators, a flour mill, and a bread-baking plant. The two elevators, 
one in Kabul and one in Pul-i-Khumri, would cost about $4 million 
each. The loan, to be spent on Soviet equipment and technical serv- 
ices, would be payable in dollars, karakul, cotton, or other commodities 
at the rate of $1 million a year. Radio Moscow made the following 
comment on the agreement: 


An agreement has been signed between the U. 8. S. R. and Afghanistan on 
January 27, 1954, for opening credit to Afghanistan for the building of 2 silos and 1 
bread factory. In accordance with this agreement, the Soviet Union is assisting 
Afghanistan by carrying out the technical work, giving necessary materials and 
equipment, setting up the equipment, and putting the installations into operation. 
The Afghanistan Government will pay all the expenses from the credit opened 
by the Soviet Union which has extended this credit under more favorable condi- 
tions than those received by Afghanistan from other countries." 


The commentator then quoted from an unidentified Afghan news- 
paper indicating that the credit with the Soviet Union was at 3 percent 
interest as compared with 3% percent charged by the United States 


22 Christian Science Monitor, September 2, 1950, p. 2; January 21, 1952, p.4. Prior to 1950, trade between 
the two countries was conducted on the basis of agreements between the Soviet trade agency, Vostokintorg, 
and the National Bank of Afghanistan. 

13 Christian Science Monitor, January 21, 1952, p. 4. 

4 New York Times, September 19, 1952, p. 2; September 20, 1952, p. 2; November 20, 1952; Christian 
Science Monitor, October 13, 1952, p. 2. 

‘5 A Semin: ‘‘Soviet-Afghan Economic Relations,’’ in Vneshniaia Torgovlia, 1954, No. 5, p. 3. 

‘6 Bombay, Press Trust of India in English Morse to Tokyo, April 5, 1953. 

7 Radio broadcast, Moscow, Near Eastern Service in Turkish, September 17, 1954, 1800 GMT, 












246 SOVIET TECHNICAL ASSISTANCE IN NON-COMMUNIST ASIA 


for the Helmand River Valley development project. It was reported 
that each of the elevators would store 20,000 tons of cereals and that 
the electric grinding mill would grind 60 tons of wheat a day. It was 
further announced that— 


Afghanistan had placed an order with the Soviet Union for equipment for the 
construction of new oil tanks with a capacity of 3,800 cubic meters. Preparations 
in the construction area have been almost completed, Soviet workers setting them 
up quickly. The tanks will be put in service before the end of the year.'® 

A broadcast in Persian 2 days later carried substantially the same 
information but added that Soviet technicians in Afghanistan were 
also installing cotton-cleaning machinery, oil pumps, and three 
furnaces.” Construction of the elevators, the bakery, and the mill 
in Kabul commenced in April 1954 under the supervision of Soviet 
technical workers. In May the Soviet Union supplied equipment for 
the hospital at Jalalabad.” 

During the summer of 1954 the Soviet Union commenced construc- 
tion of a 60-mile pipeline from Termez in the Uzbek Soviet Socialist 
Republic across the Amu Darya River to the Afghan city of Mazare 
Sharif. Reportedly the pipeline would have an annual capacity of 
30,000,000 gallons of gasoline and would be paid for through the 
barter of cotton and other commodities.” 

On October 5, 1954, the Afghan Ministry of Finance announced the 
signing of an agreement for credit by the U.S. S. R. of over $2 million 
for paving the streets of the city of Kabul. The Soviet Union would 
provide bitumen and roadbuilding machinery and would send Soviet 
technicians to supervise the construction. The Soviet Union also 
would provide laboratory equipment and equipment for the Kabul 
public works department. The agreement permitted the Soviet 
Union to commence exploration of the sulfur deposits in southeast 
Afghanistan.” 

During 1954 there were unconfirmed rumors that the Soviet Union 
had offered Afghanistan $250 million in economic aid, purportedly 
as a counter to United States economic and military aid to Pakistan. 
It was reported that this aid would be principally for roadbuilding, 
the construction of multipurpose hydroelectric plants, and in mining 
development. No official announcements were made concerning this 
rumored loan, and it appears to have been an exaggerated version of an 
agreement reported to have been reached in 1954 for the sale of 
$250,000 of Russian consumer goods to be paid for by Afghanistan in 
local currency for use by the Soviet Embassy in Kabul. 

In May 1955 the Ambassador of Afghanistan to the United States 
asserted that the only form of assistance provided by the Soviet Union 
was an $8 million loan made during 1954 to establish a credit for barter 

is Thid. 

1% Moscow, Near Eastern Services in Persian, September 19, 1954, 0930 GMT. 

20 Radio broadcast, Paris A. F. P. radioteletypein English to the Americas, November 7, 1954, 1926 GMT; 
announcement made in Karachi by the Foreign Minister and Deputy Prime Minister of Afghanistan, 
Sardar Na’im Khan; earlier reports, Paris AFP, January 28, 1954, GMT; Moscow home service, April 30, 
1954, and Moscow, English language to Southeast Asia, July 21, 1954, 1400 GMT; Afghan News 
Agency Baktari release, July 23, 1954; the Times (London), February 11, 1955. 

21 New York Times, June 3, June 7, and July 30, 1954; the Times (London), February 11, 10955; radio 
broadcast Paris in French to the Americas, October 26, 1954, 1750 GMT. 

32 Radio broadcast, Moscow, Tass, Russian to Fer East, October 9, 1954, 1600 GMT; Radioteletype Paris 
to Americas, October 26, 1954, 1750 GMT; Izvestia, October 10, 1954; New York Times, October 11, 1954; 
New York Herald Tribune, January 14, 1955. On November 11, 1954, the Deputy Prime Minister of 
Afghanistan announced in Karachi that the loan was for $3 million and that Afghanistan was negotiating a 
$4 million loan with Czechoslovakia for industrial equipment; Broadcast Paris Radioteletype to the Amer- 
icas, November 7, 1954, 1926 GMT. In February 1955 it was unofficially reported that a total of $25 million 


had been loaned for roadbuilding and equipment for the Kabul municipality; the Times (London), Feb- 
ruary 11, 1955, 
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arrangements between the two countries. This amount presumably 
included all agreements made during 1954.78 


V. Inpra 


As in Afghanistan, Soviet overtures for providing technical assist- 
ance to India have been closely identified with the efforts of the 
U.S.S. R. to develop Indo-Soviet trade. On January 10, 1952, Mikhail 
V. Nesterov, chairman of the Soviet Chamber of Commerce, told press 
conference in Bombay that since the Soviet Union had not “launched 
an armaments drive’’ it could provide India with grain, locomotives, 
streetcars, buses, machine tools, automobiles, chemicals, dyes, ferti- 
lizers, agricultural machinery, printing equipment, and weaving ma- 
chinery in exchange for jute, tobacco, shellac, textiles, copra, and 
spices. The offer to supply industrial equipment with payment in 
rupees was made on the eve of the opening of the International 
Industries Fair at Bombay at which the Soviet Union, for the first 
time, placed its goods on display to the Indian public.* At the 
official opening of the trade fair Soviet Ambassador to India K. V. 
Novikov assured India that the Soviet Union was prepared to give 
technical assistance for India’s development projects. While the 
offer stirred a certain amount of enthusiasm in Indian commercial 
circles, the Government remained unresponsive, and the offer was not 
immediately followed up. ‘The Indian Government also appeared 
reluctant to engage in barter agreements with Communist powers. 
In August 1953 trade negotiations, which meanwhile had opened in 
New Delhi, broke down as a result of disagreement over the price 
India would pay for Russian wheat and also as a result of Soviet 
insistence upon government-to-government accounts while India 
favored private trade. 

The appointment of Mikhail A. Menshikov, former Minister of 
Foreign Trade, as Soviet Ambassador to India on September 1, 1953, 
indicated the importance which the Soviet Union placed upon develop- 
ing closer economic relations with India.” The new Ambassador 
made an opening move by offering to send Soviet technicians to aid 
in Indian development programs. This offer, however, was made in 
conjunction with an expanded trade program. Various reasons made 
the offer unacceptable. The presence of great numbers of Soviet 
citizens in India ran counter to the policy and practice of the Indian 
Government, dating from independence, of suppressing communism 
and Communist activity within India. In particular, the prospect of 
Soviet agents being at large in India was not appealing to the Indian 
Government nor to the Congress Party at a time when elections 
were to be held in sensitive Travancore-Cochin and in other states.” 

228 New York Times, July 30, 1954. According to radio broadcasts on September 10, 1954, a Soviet loan of 
$200 million had been granted. This was identified as the ‘‘third loan within 15 months.” See also New 
York Times, May 4, 1955. 

%3 New York Times, January 11, 1952, p. 9 and January 14, p. 3. 

% Soviet account of the trade fair in U. 8. 8. R. Information Bulletin (Washington, D. C.), vol. XII, 
No. 3, February 11, 1952, and Pravda, January 13, 1952. 

28 U.S. 8. R. Information Bulletin, vol. XII, No. 3, February 11, 1952, p. 86 and New York Times, Janu- 
ary 19, 1952, p. 2. 


New York Times, September 3, 1953, p. 3. 
3%? New York Times, November 14, 1953, p. 2. 












248 SOVIET TECHNICAL ASSISTANCE IN NON-COMMUNIST ASIA 


SOVIET-INDIAN TRADE AGREEMENT 


Ambassador Menshikov subsequently offered to supply India with 
heavy industrial equipment, farm machinery, and machine tools at 
prices lower than those prevailing in Western Europe and the United 
States. The Soviet Union would grant long-term, low-interest credits 
payable in rupees. Indian shipping would be used to the maximum 
extent. The Soviet Union purportedly had no interest in such Indian 
raw materials as manganese and other strategic ores but would pur- 
chase such products as jute, cinchona, tea, and oil seed, which were 


then a glut on the market. A 5-year trade agreement was signed on 
December 2, 1953.” 


Although the Indo-Soviet trade agreement contained no provisions 
with respect to technical assistance, the arrangements for such assist- 
ance were clarified in an exchange of letters between Ambassador 
Menshikov and H. V. R. Iengar, Secretary of the Indian Ministry of 
Commerce and Industry. Mr. Iengar’s letter, dated December 2, 
1953, stated: 


During the course of the negotiations for the conclusion of the trade agreement 
between India and the U.S. 8. R. the question of assistance and cooperation on 
email scientific, and cultural matters between the two countries was dis- 
cuss ° 

The represertatives of the U. 8. S. R. said that the U. 8S. 8. R. Government 
was prepared to render technical assistance that may be necessary in the instal- 
lation and operation of equipment that will be supplied by the U. S. 8S. R. to 
India under the said agreement. The U.S. 8. R. Government also expressed 
willingness to render technical assistance for the planning and execution of vari- 
ous projects in India. The representatives of the Government of India expressed 
the Government of India’s appreciation of the offer made by the U. 8. 8. R. 

As the nature and extent of such assistance will necessarily vary in each indi- 
ridual ease, they will have to be settled as and when oceasions arise for that pur- 
pose, by negotiations between the Indian parties with the approval of the Gov- 
ernment of India on the one hand and the Soviet trade organizations on the other ® 


The Soviet press and some Indian newspapers regarded the agree- 
iments as a major cold-war victory. The Indian trade journal, The 
Eastern Economist, concluded: 


It is obvious that there is a determination on the part of both countries to ex- 
tend the range and scope of articles in international trade and to buttress it, with 
a technical aid and shipping agreement * * *. While the free world has, there- 
fore, no political cause for concern, some countries in the free world will certainly 
have another economic warning to observe * * *. So long as hard currencies 
continue to exist, a preference will invariably be made in favor of countries willing 
to trade in our currency.*® 


In summarizing Indian press reaction, the Soviet New Times 
dwelt upon comments regarding the effect of the agreement upon 
relations with the United States: 


The Bengal Anada Bazar Patrika, which speaks for influential business circles, 
said editorially that “the Indian-Soviet trade agreement is of vast importance 
for many reasons: India today needs capital equipment for its industries, and 
experts to organize those industries.” 

he conclusion of the trade agreement with the Soviet Union is regarded by 
the Indian public as an important step toward normalizing international rela- 
tions and as a manifestation of India’s independence in international affairs. 
The National Herald declares in an editorial that India is opposed to American- 
dictated restrictions in international trade. Swadhinata describes as a highly 
important development the fact that the Indian Government ignored American 
baving and concluded a trade agreement with the Soviet Union. 


% Foreign Service Dispatch, Amcongen New Delhi No. 928, December 3, 1953. 
2% Tbid. 
% The Eastern Economist, December 4, 1953, p. 908. 
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The Indian press emphasizes that the Soviet Union was the first great power 
to recognize the Indian gupee. ‘This will raise the prestige of Indian currency,” 
the Te] remarks. Enumerating the advantages of trade with the Soviet Union, 
the newspaper says: ‘‘What Russia’s enemies will think of the agreement does 
not bother us in the least.” 

Another point the Indian press makes is that the new agreement will do much 
to lessen India’s dependence on the United States and Britain for capital equip- 
ment. The Nav Bharat Times remarks in this connection that after many years 
of futile attempts to obtain much-needed capital equipment in the U. 8. A. and 
Britain, India will now receive such equipment from the Soviet Union. Indian 

apers also believe that the new agreement will make for iarger markets for 
ndian goods. * * * The trade agreement with the Soviet Union, Indian papers 
say, will help overcome India’s foreign exchange difficulties, inasmuch as all 
transactions with the U. 8. 8. R. will be in rupees. Another positive feature of 
the agreement commented on is the Soviet undertaking to render India technical 
assistance.*! 


The official Soviet publication on foreign trade praised the trade 
agreement for furthering foreign trade, developing and strengthening 
relations between the two countries, developing the mechanization 
of Indian agriculture, and contributing to India’s industrialization 
and achievement of real economic independence. It stressed that 
the agreement was based on the principle of equality and mutual 
advantage and that the price of Soviet goods would not exceed the 
prices on the world market. It noted that payment by India in 
rupees would make Indo-Soviet trade independent of American dollars 
or other foreign currency. It emphasized that the agreement pro- 
vided not only for trade in the usual sense but for the provision of 
complete industrial establishments to be constructed by Soviet 
technicians. Lastly, after charging that American technical and 
financial aid constituted interference in India’s internal affairs, the 
journal concluded that the agreement would have a “normalizing” 
effect on international trade.” 

Similarly commenting on the technical assistance aspects of the 
trade agreement, Ambassador Menshikov stated in a public address 
on December 22, 1953, that— 


Technical assistance which was being offered by the Soviet Union was entirely 
different in character from the aid received from some other countries. Russian 
aid was rendered only when it was desired and requested by a country and solely 
in the interests of that country. In such a case, the assisted country alone was 
the complete owner of new enterprises built and ay ey with the assistance of 
the Soviet Union and of the products resulting from those new enterprises, The 
technical assistance was given on a friendly basis without any selfish aim on the 
part of the donor for a very moderate payment and in some cases without any 
payment at all. 


On May 4, 1954, the Indian Minister of Commerce, D. P. Kar- 
marker, speaking on the technical assistance side of the agreement, 
told Parliament: 


According to the letters exchanged between the U. S. 8. R. and India, the 
former was to render technical assistance in the installation and operation of 
equipment to be supplied under the agreement and in the planning and execution 
of various projects. It has not been found necessary so far to seek such 
assistance, 


3} Spandaryan, V.: Soviet-Indian Economic Relations, New Times (Moscow), No. 50, December 12, 
1952, p. 6. 

2 A.M. Smirnov, Vneshniaia Torgovlia U,8.8. R. Moscow, 1954, p. 275 (official publication of the Min- 
istry of Foreign Trade). 

# Hindustan Times, December 22, 1953. 

% Radio broadcast, Bombay, Press Trust of India, May 4, 1954, 
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STEEL MILL NEGOTIATIONS 


. 

The next major move of the Soviet Union involving technical 
assistance was an offer to provide India with a steel mill. This 
followed an announcement by India’s Minister of Commerce that 
under the second 5-year plan the target for steel production would be 
a capacity of 6 million tons by 1961. India had already entered into 
an agreement with West Germany for the construction of a new steel 
mill at Rourkela (Orissa) by the firms Krupp and Demag.* It was 
however, evident that even with this new mill, capacity would sti 
fall short of 3 million tons. A group of Indian industrialists headed 
by two brothers, G. and B. M. Birla, had commenced negotiations to 
secure capital in Great Britain and the United States for additional 
steel mills. Significantly the Soviet offer was announced in the midst 
of these negotiations. Press reports in September 1954 intimated that 
the Soviet Union had offered to provide $75 million worth of equip- 
ment on a credit that India would repay over a 15-year period; in- 
terest would be between 2 and 2% percent (the Indian press emphasized 
that this was approximately one-half the amount charged by the 
United States nr the World Bank); ownership and management of 
the mill would be Indian; the Soviet Union would not possess stock 
in the mill nor require that a percentage of the production be sent to 
the U.S. S. R.; the mill would be placed in operation in approximately 
3 years, and the Soviet Union would provide technicians to supervise 
construction and operation.® 

On September 24, 1954, K. C. Reddy, India’s Minister of Produc- 
tion, announced that the Government of India had decided to invite 
a team of Soviet specialists to visit India to study the technical 
aspects of the new steel project and that the Indian Planning Commis- 
sion had begun studies on the type of steel to be produced.” In 
October, Dr. C. A. Mehta, director of the Bombay metals firm of 
Kamani, while visiting Japan, stated that the Soviet offer was 
obviously a part of its policy of “trying to gain a foothold in India.” 
He pointed out, however, that India would only accept the offer 
free of political conditions; that the number of technicians would be 
limited to 25, and that the Government-operated mill would raise the 
standard of living in India and thus “help prevent the spread of 
communism.” * While earlier reports had mentioned a credit of 
$75 million, Dr. Mehta used a figure of $150 million, to be repaid 
with 2% percent interest over 15 years. 

On November 17 a team of 16 Russian steel experts headed by 
A. A. Trusov arrived in India. Six additional steel experts arrived 
on the following day. It was announced that they would remain in 
India for about 2 months to engage in planning for the erection of 
the steel mill. Six weeks later, in January 1955, it was reported 
that the ingot capacity of the proposed mill would be increased to 
about 850,000 tons; that the types of products to be made had been 

36 180 Indian technicians were under training in West Germany for the planned $152 million Hindustan 
Steel Works. The German constructed mill would have a 500,000-ton capacity. Indiagram, September 27, 
1954. See also Business Week, October 2, 1954, p. 150. 

3% New York Times, September 12, 1954, p. 2; Business Week, September 18, 1954, p. 164 and October 2 
1954, p. 150; and Foreign Service Despatch, American Embassy New Delhi, No. 1478, March 18, 1954, and 
No. 357, September 16, 1954. 

# Foreign Service despatch, American consu] Calcutta, No. 191, September 27, 1954. 


% Washington Post, October 2, 1954. 
3% Bombay, Press Trust of India, radio broadcast, November 17, 1954, 0130 GMT. 
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determined; and that these included railroad rails, wheels, and struc- 
tural steel.“ A short time later, it became known that India had 
accepted the technical recommendations of the Soviet steel mission 
for a 1-million-ton-capacity plant.*' During these negotiations India 
refused to accept a Soviet offer of a dismantled steel mill from Czech- 
oslovakia and another offer of a second-rate mill which had previously 
been rejected by Communist China.“ 

The Soviet-Indian agreement, finally signed on February 2, 1955, 
provided for the construction of a steel plant having an original 
capacity of 1 million tons of steel ingots and 750,000 tons of rolled 
products. Eventual expansion of the plant to produce 1 million tons 
of rolled products was envisaged. The Soviet Union undertook to 
provide the plant and equipment, and Soviet technicians were to 
supervise the construction, to be completed by December 31, 1959. 
The total cost of the plant was not announced, but the cost of the 
equipment to be provided by the Soviet Union was estimated at 
434 million rupees or about $91,140,000 f. o. b. Black Sea and Baltic 
Sea ports. In addition, India promised to pay the Soviet Union 
25 million rupees for preparing the detailed project report, drawing 
designs, and performing other technical services. Payments were to 
be made in Indian rupees (of present value) in 12 equal annual install- 
ments with interest at 24% percent on the unpaid balance. These pay- 
ments were to be deposited in a special account in the Reserve Bank 
of India to be used by the Soviet authorities for the purchase of 
Indian commodities. Final agreement on construction of the plant 
was made contingent upon Indian acceptance of the project report, 
to be submitted within 9 months after selection of the site. If India 
rejected the project report, the Soviet Union was to be paid up to 
8 million rupees for its expenses in preparing the report. India reserved 
the right to find other means of completing construction of the plant 
in the event of war or embargo. The agreement provided for a maxi- 
mum use of Indian metallurgical, engineering, and other industries 
and for a close association of Indian personnel in the project in connec- 
tion with the construction as well as for training purposes. The Soviet 
Union agreed to receive in the U.S. S. R. two or more Indian delega- 
tions to observe the operations of a plant similar to the type to be built 
in India. Although the agreement did not specify the location, it was 
reported that the Bhilai region of Madhya Pradesh had been selected 
as the site of the new plant.* 

In announcing the agreement Radio Moscow stated: 

The agreement provides that Soviet organizations will complete blueprints, 
will manufacture and supply to India necessary equipment, and will carry out 
technical supervision of the project, including assembly work and the actual 
putting into operation of the equipment. In order to carry out the work con- 
nected with the design, building, and the activation of the plant, Soviet organiza- 
tions will send to India the necessary number of experts and will train Indian 
personnel in India and in the Soviet Union. Apart from this, Indian experts will 


have the opportunity to study in the U. S. S. R. the metallurgical plants and 
enterprises producing metallurgical equipment. 


# New York Times, January 2, 1955, p. 7. 
41 New York Times, January 28, 1955. The increase to 1 million ton capacity had been previously 
reported, the Financial Times (London), January 11, 1955. 
«U.S. News and World Report, March 18, 1955, p. 44. 
43 Foreign Service Despatch, American Embassy New Delhi, No. 835, February 3, 1955; New York Times, 
perry 3, - Washington Post, February 3, 1955; and United States News and World Report, February 
1, » Dp. 119, 
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The first shops including 3 coke batteries, 2 blast furnaces, and 2 open-hearth 
furnaces will be put into operation by the end of 1958 and the remaining shops by 
the end of 1959.“ 


The agreement with the Soviet Union was only part of India’s 
effort to increase steel production. The addition of the German and 
Russian mills would still not meet the projected steel production re- 
quirements under the second 5-year plan. On January 18, : 1955, 
India agreed to accept British bids for expansion of the Tata mill and 
the German mill by 500,000 tons each. Negotiations were con- 
tinued with Britain * for the construction of an additional mill and a 
Japanese offer was also reportedly under consideration. Further, in 
September 1954 a firm of United States consultants had been invited 
to advise the Indian Government on expansion of the Bhadravati Iron 
and Steel Works.“ And in May 1955 a group from Tata Industries, 
headed by the chairman, J. R. D. Tata, came to the United States 
for discussions on American participation in Tata’s plan to expand 
its steel capacity. 

OTHER SOVIET OFFERS 


Construction of a steel mill has been only one aspect of Soviet 
efforts to penetrate India. Since the conclusion of the 1953 trade 
agreement Soviet technical assistance has been made available in 
other fields. In July 1954 the U. S. S. R. provided India with the 
services of three diamond-mining experts (headed by V. I. Tikhonov) 
to survey the possibilities of large-scale mechanization of the mines 
of the Panna diamond mining syndicate. An optimistic report was 
made in October. Although no official announcement was made at 
the time, the Indian press reported that the Soviet Government would 
supply the heavy equipment needed for full mechanization of the 
mines and would provide technicians to install the equipment,” 
Also in July 1954 Prof. P. C. Mahalanobis, Director of the Indian 
Statistical Institute, announced (while in Moscow as guest of the 
Soviet Academy of Sciences) that agreement had been reached in 
principle for Soviet experts to go to India to give technical advice 
and for Indian students to train in Russia. He indicated that 
arrangements had been made for about three Soviet experts to work 
at the Indian statistical institute on planning electronic computers.” 

During 1954 Soviet lightweight tractors imported by India were 
assembled by Soviet mechanics.“ In a radio broadcast in January 
1955, Ivan Efanov, Assistant Chief of the Southeast Asia and Middle 
East Department of the Soviet Ministry of Foreign Trade, announced 
that a contract had been signed under which the U. S. S. R. would 
send India the full equipment for a tool factory and would give tech- 
nical assistance in its construction.” A report by the Russo-British 
Chamber of Commerce identifies this tool factory as one for the 
manufacture of files.‘ These programs negotiated directly be- 

“4 Moscow, Soviet Home Service, February 2, 1955, 1930 GMT. 

46 See The Times of India, October 9, 1954, p. 1; the London Times, November 29, 1954, p. 8; Christian 
Science Monitor, December 6, 1954, p. 12; New York Times, January 6, 1955, p. 3; the Financial Times 
(London), January 12, 1955, and January 19, 1955. 

# Indiagram, September 29, 1954. 

4? Indian Express (Bombay), October 14, 1954; Foreign Service Despatch, Améongen Bombay, No. 296, 
October 28, 1954. 

48 Reuters, London, radioteletype to New York, July 18, 1954. 

4 New York Times, May 26, 1954; Foreign Service Despatch, American Embassy New Delhi, No. 1818, 
May 20, 1954; New York Times, September 12, 1954. 


% Moscow, English language broadcast to Southeast Asia, January 21, 1955, 1400 GMT. 
5! Russo-British Chamber of Commerce Information Bulletin for Members, January 7, 1955 
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tween the Soviet Union and India are additional to the equivalent 
of $536,000 of Russian technical aid to be provided through ‘the 
United Nations program.” 

As a part of its trade offensive in India, the Soviet Government has 
sponsored numerous tours of the U. S. S. R. by Indian groups. A 
delegation of Indian railwaymen, for example, toured the Soviet Union 
in June—July 1954 at the invitation of the Soviet Ministry of Rail- 
ways.” In September 1954 five Indian agriculture specialists 
headed by Dr. S. R. Sen, economic and statistical adviser to the Min- 
istry of Food and Agriculture, visited the Soviet Union. A delega- 
tion of the Indo-Soviet Cultural Society headed by Tedja Singh spent 
a month in the Soviet Union in October-November 1954.% Another 
agricultural delegation headed by M. V. Krishnappa, Deputy’ Min- 
ister of Food and Agriculture, left for Moscow at the end of 1954. 
A group of Indian industrialists visited the Soviet Union during 
September and October 1954. On January 19, 1955, it was an- 
nounced in New Delhi that the Indian Government was preparing to 
send a working mission to the U. 8. S. R. to study the Soviet steel 
industry. Besides the quasi-official delegations, private Indian citi- 
zens and student groups have also visited the Soviet Union. 

As for grant aid to India, on October 28, 1953, Ambassador 
Menshikov presented Prime Minister Nehru with a check for 296,560 
rupees on behalf of the Red Cross and Red Crescent societies of the 
U.S. S. R. for the relief of flood victims in India.” 

In a résumé of Soviet relations with its neighbors, presented to the 
Soviet Supreme Council and the Soviet people on February 9, 1955, 
Foreign Minister V. M. Molotov stated: 


The further strengthening of friendly relations between the Soviet Union and 
India must be noted with great satisfaction. Political and economic as well a 
cultural ties are developing successfully which help the peoples of our countries, 
who gene mutual respect and sincere sympathy for each other, to come ¢loser 
together. 

A few days ago an important economic agreement was concluded. According 
to this agreement, the Soviet Union has taken upon itself to build in India, under 
the terms of advantageous long-term credit, a large steel mill which will produce 
more than 1 million tons of steel and a respective quantity of rolled metal. The 
Soviet Union will deliver all the equipment and will give the necessary technical 
assistance, including the dispatch of highly qualified experts. We met this 
request with great willingness as the development of metallurgy in India must 
further the preservation of the national independence and the economic improve- 
ment of this ancient and great country, to whom the peoples of the U. S. 8. R, 
extend their wholehearted sympathy. 

During the summer of this year the Soviet Union is to be visited by the Prime 
Minister of India, Jawaharlal Nehru. The announced visit of Mr. Nehru has 
found the most friendly response among the peoples of the Soviet Union. 

Our relations with two other Asian countries, Burma and Indonesia, are 
continuing to be strengthened also.™ 


INDIAN ATTITUDE 


While the Indian Government has mages moved carefully in 
its acceptance of Soviet offers to provide industrial equipment and 
technical assistance, some Indian industrialists have opposed the trend. 


8 See section on Soviet participation in U. N. technical assistance programs below. 
53 Moscow, Tass releases, July 11 and July 23, 1954. 

% Radio broadcast, Press Trust of India, August 24, 1954. 

58s News (Moscow), No. 23, December 1, 1954. 

% Moscow, English language broadcasts to Southeast Asia, January 20, 1955. 

57 New Times (Moscow), No. 44, October 31, 1953. 

*U.8.8. R. Home Service, February 9, 1955, 
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Upon returning from a tour of the Soviet Union late in 1954 the Indian 
textile manufacturer Kasturbhai Lalbhai warned that the Soviet offer 
to send technicians and equipment to India should be “taken with 
eaution.”? Soviet engineers, he said, are “out of touch with world 
developments in industry” and Soviet machinery is of ‘‘poor quality.” 
Lalbhai declared that, after visiting 25 factories in the Soviet Union, 
it was clear that the Russians could not help Indian industry— 

the handling of machinery in factories showed a lack of expert knowledge—there 
is no question of the Russian delegations being able to help Indian industries in 
any way—there are no original machinery factory designs in Russia, they are 
all copies of German, British, Japanese, or American plants. 

This criticism, coming during the steel plant negotiations and 
threatening to obstruct Soviet plans for India, evoked a response 
from the Soviet Union. In an English language broadcast on Decem- 
ber 15, 1954, a Soviet commentator made a point of the fact that the 
statement was published by the Hindustan Times which belongs to 
Birla, who is “closely connected with the British and American 
monopolies.”” This was taken as evidence that these monopolies 
“have not yet dropped their efforts to discredit by any and every 
means India’s desire for strong economic connections with the U. S. 
S. R.”?® The Soviet press alleged that Lalbhai’s opposition was part 
of a general campaign to hamper the attempt of the Soviet Union to 
comply with the Indo-Soviet agreement on technical assistance con- 
cluded at the close of 1953." 

In its own public pronouncements, the Indian Government has 
been anxious to stress its independent position. On November 3, 
1954, the Indian Minister} for Commerce and Industry told foreign 
press correspondents that“India would “accept aid from whatever 
quarter it comes provided there are no strings attached.”” He declared 
that the industrial development of India could conform neither to the 
totalitarian pattern nor the American pattern; that each country had 
to develop in its own way.” On the following day Prime Minister 
Nehru said that “help*is welcome but ultimately any nation rises 
by its own efforts only.” Speaking in Parliament on ‘December 21, 
the Prime Minister asserted that ‘in India there would be no depar- 
ture from the chosen middle of the road.”’? At the conference of the 
U. N. Economic Commission for Asia and the Far East, in Kandy, 
Ceylon, in February 1954, the Indian delegate declared that India 
would accept aid from any country without prejudice or distinction. 
Finally, the Indian ambassador to the United States has outlined 
India’s approach to foreign aid as follows: 

Foreign aid can be acceptable to India if it is given with the object of furthering 
her economic development and not as an instrument of cold war. In order to 
produce the best results, it is important that economic aid and technical advice be 


given without creating a sense of inferiority in the recipient country or engendering 
any suspicions about the motives and objectives of such programs. 


® Tokyo, Panasia News Agency releases, December 15, 1954; Hindustan Times, December 10 and Decem- 

ber 11, 1954; Daily News Record (New York), January 10, 1955. 
oscow, English language broadcast, December 15, 1954, 1400 GMT. 

a Izvestia, Tass release, article by K. Petrov, December 4, 1954, 

62 Indiagram, November 5, 1954. 

® Indiagram, November 8, 1954. 

« New York Times, February 11, 1954. 
6’ The Annals of the American Academy of Political and Social Science, July 1954, p. 126. 
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VI. Orner Non-Communist Srates or Asta 


In the non-Communist states of Asia other than Afghanistan and 
India, Soviet activity has largely been confined to the dissemination 
of propaganda and participation in trade fairs. Soviet propaganda 
has sought to discredit United States technical assistance and to 
induce receptivity to Soviet trade and technical aid. Generalized 
statements directed to the region as a whole have emphasized the 
eagerness of the Soviets to trade and the benefits to be derived by 
Asian countries participating in such trade. 

In this connection, the following statement by the Malayan dele- 
gate to the 1953 meeting of the U. N. Economic Commission for Asia 
and the Far East is an illuminating reaction: 


Memories must be short indeed if regular delegates to the Economic Commission 
for Asia and the Far East have forgotten the welcome change in the Soviet 
attitude which first blossomed during¥the first trade-promotion conference in 
Singapore in October 1951, and seemed to be fruiting at Diesen 3 months later. 

At both of these conferences, just as at the close of their delegate’s speech here 
yesterday, the U. 8. 8. R. offered capital goods with, we understand, early delivery. 
In Singapore we welcomed this change of heart in the one great manufacturing 
country which up till then had apparently been unable to help relieve our postwar 
shortages. * * * Malayan importers were genuinely interested in these capital 
goods and endeavored to place trial orders. The Malayan Government were pre- 
pared to allow the import of such goods, provided, of course, that they were com- 
petitive with those of other manufacturing countries. Most of us will remember 
that, in Rangoon, the Soviet delegate made a special point of the reliability and 
promptness of the U. §. S. R. in the execution of orders. So let us turn to the 
latest Malayan import figures for 1952. 

During the 11 months covered by this volume in front of me, the entire imports 
of Malaya * * * from the U. 8. S. R. have been as follows: 9 tons of asbestos, 24 
cameras, $1,800 worth of proprietary medicines, 500 pounds of canned fish, 400 

ounds of caviar. Total value—$47,129, of which caviar accounted for $16,772. 

uring the same 11 months, the U. 8. S. R.’s direct imports of Malayan rubber 
came to 28.7 million Malayan dollars. Last year, therefore—despite the very 
considerable fall in the world price of rubber—Russian imports from Malaya were 
still over 1,500 times the volume of their exports to Malaya. The ratio was in 
fact, 1,560 to 1. 

If, therefore, the committee agrees with the Soviet delegate in a general con- 
demnation of the exploitation of this region by manufacturing countries, they are 
thereby accepting the fact that the U.S. 8. R. is far and away the greatest exploiter 
of the peoples of Malaya. Here then, Mr. Chairman and gentlemen, is the ful- 
fillment, so far as Malaya is concerned, of the Soviet promise—made both in 
Singapore and Rangoon—for “‘numerous types of capital goods in exchange for 
raw materials’. * * * % 


A. INDONESIA 


In Indonesia, Communist propaganda has emphasized the contribu- 
tion of the Soviet Union to Afghanistan and India. In a broadcast 
to Indonesia on December 15, 1954, for example, the Soviet com- 
mentator said: 


A tremendous increase was witnessed in this year’s barter trade between India 
and the Soviet Union. Soviet organizations will also give aid to Indonesian 
firms in building industrial factories. * * * Mr. Senusi, chairman of the Indo- 
nesian delegation [which visited the U. 8. 8. R. in September] said that his delega- 


tion saw in the Soviet Union many things which can be used by Indonesia right 
now.” 


In another Indonesian language broadcast in January 1955, the 
chief of the Southeast Asia and Middle East Department of the 


United Nations, Economic Commission for Asia and the Far East, Ninth Session, February 6-14, 1953, 
i Indonesia, Summary Records (quoted in United States News and World Report, March 27, 
1953, p, 22 


6 Moscow, Indonesian language broadcast to Southeast Asia, December 15, 1954, 1130 GMT. 
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Soviet Ministry of Foreign Trade lauded the benefits of Soviet trade 
and condemned United States trade discrimination and purported 
refusal to sell machinery and capital goods to underdeveloped coun- 
tries. He said: 

Soviet willingness to send technical aid to build a meta) factory in India was 
hailed all over Asia. A team of Soviet metal experts is currently in India to 
discuss the building of the metal factory with Indian experts. Soviet trade 


organizations also trade with Burma and Pakistan, while preparations are under 
way for trade with Indonesia.® 


The Communist trade offensive in Indonesia was actually begun 
by the European satellite states and Communist China. Hungary and 
Czechoslovakia were the first members of the Soviet bloc to conclude 
trade agreements with Indonesia.” In July 1954, an Indonesian- 
Polish trade agreement was announced whereby Poland would provide 
textiles, chemicals, machinery, and industrial equipment in exchange 
for lead, rubber, copper, tea, ‘coffee, and paper.” No technical assist- 
ance provisions were reported. 

The following month Indonesia concluded a trade agreement with 
Communist China covering an exchange of goods valued at 6 million 
pounds sterling. China was to provide textiles, machinery, and 
electrical equipment while Indonesia would deliver coffee, paper, 
copper, and other minerals.”!_ Again, no technical assistance provisions 
were reported. Nor do the available sources indicate the extent to 
which Communist China, which is as underdeveloped as Indonesia, 
has actually delivered such items as machinery and electrical equip- 
ment; or, if such deliveries have been made, whether the items actually 
came from Communist China or the Soviet Union. 

The first recorded Soviet bloc technical assistance in Indonesia 
came in August 1954 in the form of an Indonesian agreement with 
Rumania under which Rumania was to provide technical assistance 
in building a cement mill, opening new oil wells, and exploiting 
Indonesian mineral deposits.” A credit equivalent to approximately 
$7 million has also been extended to Indonesia by the Soviet Zone of 
Germany to cover sugar mill equipment and the services of 50 tech- 
nicians (a large number for the purpose). 


Accelerated Soviet activity 


In September 1954, the Soviet Union appointed its first Ambassador 
to Indonesia. The appointment signaled accelerated Soviet activity 
in Indonesia.” It coincided with a shakeup in the Indonesian Com- 
munist Party in which many influential Chinese were removed from 
controlling positions. It also coincided with the visit of an official 
Indonesian trade delegation to the Soviet Union,” and followed visits 
during the summer of 1954 by Indonesian railway, medical, agri- 
cultural, industrial, and women’s delegations.” 


* Moscow, Indonesia language broadcast to Southeast Asia, January 24, 1955, 1130 GMT. 

6 New York Times, September 25, 1954, p. 5. 

% Pravda, July 4, 1954. 

11 Irvestia, August 27, 1954. 

" New York Timies, August 25, 1954, p. 10; Kommunist (Moscow), October 1954, No. 15, p. 59. 

% Christian Science Monitor, September 24, 1954, p. 2. The Soviet Union had requested 40 buildings to 
house its staff being sent to Indonesia. In response to the protest of Indonesia, the Soviet Ambassador 
announced upon his arrival on September 14 that his staff of 30 persons had been reduced to8 persons. For 
an analysis of the political shift in Indonesia evident around August 1954 in which the President and Govern- 
ment inclined toward closer relations with the Communist bloc, see: Dennis Warner, “Indonesian Intrigue’’ 
in Wall Street Journal, December 10, 1954, p. 8; Tillman Durdin, “ Report on Indonesia” in New York 
Times, December 12, 1954, p. 4-E; and Mochtar Lubis, ‘‘ The Indonesian Communist Movement Today,” 
in Far Eastern Survey, November 1954, p. 161. 

% Izvestia, Se ptember 10, 1954. 

735 New York Times, Se ptember 2 25, 1954, p. 5; Izvestia, August 5 and 9, 1954; Pravda, July 31, 1954 
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Upon returning to Indonesia, the head of the trade delegation 
Dr. A. Senusi, Acting Chief of the Department of Industry, reported 
that the U.S. S. R. was prepared to set up factories in Indonesia and 
to supply the equipment and technicians needed to place them in 
operation. He also said that the Soviet Union would supply specialists 
to train native personnel to take over management of the factories, 
and that long-term credits would be granted at an interest rate of 
2 percent.” ‘To date, however, no Soviet-sponsored industrial projects 
have been announced although some may be under consideration in 
connection with the current trade negotiations. 

The Soviet Union assumed a prominent role in the International 
Trade Fair held in Djakarta during August and September 1954.” 
Pravda reported that the Soviet pavilion was visited by “over 1 
million persons including President Soekarno and Vice President 
Hatta, numerous ministers, and delegations of peasants and workers 
from all parts of Indonesia.” It stated that: 


The Chairman of the [Indonesia] Government Committee for the Organization 
of the Fair, Laikhad, declared in a conversation with correspondents in the Soviet 
pavilion: ‘“‘The participation of the Soviet Union in the Fair has an enormous 
significance. For the first time the Indonesians can acquaint themselves with 
the achievements of Soviet industry and culture. But its significance goes beyond 
this. The fair will contribute to the establishment of free and broat trade rela- 
tions. As is known, Indonesia desires to end forever the policy of diserimination 
dictated by the Western Powers.” 

The press agencies Antara and Aneta [Indonesian organizations] issue detailed 
descriptions about the Soviet pavilion, stressing that the participation of the 
Soviet Union in the fair ‘will contribute to the strengthening of the friendship 
between the peoples of the Soviet Union and Indonesia and to the expansion of 
commercial links between the two countries.”’ 7 


The success of the Soviet exhibition was described by one American 
correspondent in the following terms: 


The United States is taking a propaganda beating—by default—and the 
Russians are making propaganda hay at the Indonesian Trade Fair here. * * * 
Tens of thousands of Indonesians have come from all over the country to gaze 
with wonder on Russian-made automobiles, farm implements, machine tools, 
surgical instruments, and other ‘‘triumphs’’ of the Communist revolution, * * * 

When Indonesians ask questions of Russian attendants they are answered in 
their own language. * * * [The Russians] put up a huge pavilion to house an 
exhibit that some sources have estimated to be worth a million dollars. They 
sent 40 technicians to staff it. * * * Because the fair has been a big success 
[U. S.] Embassy officials have recommended that the State Department take a 
“second look”’ at its policy of nonparticipation. * * * ® 


At the close of the trade fair the Soviet Ambassador called on the 
Prime Minister of Indonesia and presented the pavilion which had 
housed the Soviet exhibit as a gift on behalf of the Russian people 
and as a “mark of respect and friendship of the Soviet Union for the 


pees of Indonesia.’”’ The building was reportedly to be used as a 
ospital. 


% Izvestia, September 17 and October 27, 1954; New York Times, November 7, 1954, p. B9. Although the 
Soviet Union had previously offered in geperel terms to provide Asian states with industrial equipment 
at the ECAFE Conferencein Bandung, Java, in February 1953 and on other oceasions, it was not until the 
middle of 1954 that specific offers were made to individual states and the first indication given of long-term 
low-interest credits and the provision of Soviet technical assistance. 

” For a résumé of Soviet participation in trade fairs see: Literaturnaia Gazeta, September 18, 1954, p. 4; 
News (Moscow), No. 19, October 1954, p. 20; News, February 1954, No. 3, p. 27; Pravda, August 27, 1954; 
U.8. 8. R. Information Bulletin, February 11, 1952. During the period since the end of World War it, the 
U. 8. S. R. has participated in 47 foreign trade exhibitions. In Asia the Soviet Union has had exhibits in 
trade fairsin Peking (China), Bombay (India), Djakarta (Indonesia), Bangkok (Thailand), Damascus 
(Syria), and Iznier (Turkey). 

78 Pravda, October 4, 1954. 

Pravda, August 21, 1954. 

%® Keyes Beech in Washington Post, October 13, 1954, p. 4. 
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B. BURMA 


Although the Soviet Union has directed its usual trade propaganda 
toward Burma, it does not appear to have exerted as vigorous an 
effort to gain an economic foothold in Burma as it has in Afghanistan, 
India, and Indonesia. On the contrary, current trade negotiations 
oer to be as much the result of Burma’s initiative as of the Soviet 

nion’s. 

Since achieving independence, Burma has waged a continuous cam- 
paign to subdue two Communist insurrectionist groups within the 
country and at the same time has attempted to maintain amicable 
relations with both the free world and the Soviet bloc. The Burmese 
Government’s problems have been further complicated by the militant 
activities of the Karen minority and by the presence in Burma of 
remnants of the Chinese Nationalist forces under General Li Mi. 

On March 28, 1953, the Government of Burma announced that it 
desired to cancel the United States economic-aid agreement effective 
at the end of June. This action was variously interpreted as a move 
to emphasize Burmese neutrality, as a maneuver by the Government 
to retain the support of factions fearful of offending the Soviet Union 
and Communist China, and as an action in protest of alleged United 
States support of the Chinese Nationalist forces in Burma.” 

On April 22, 1954, a 3-year trade agreement was signed with 
Communist China providing a market for a small part of Burma’s 
surplus rice. China undertook to provide Burma with coal, silk, 
textiles, paper, agricultural implements, light industrial products, 
handicraft goods, enamelware, porcelain, tea, and pharmaceutical 
and me preparations in exchange for rice, beans, mineral ores, 
timber, and raw cotton.” In November 1954, the Burmese Govern- 
ment announced that arrangements had been made for the sale of 
150,000 tons of rice to Communist China within the terms of this 
agreement. 

In September 1954, a Burmese delegation headed by the Minister 
of Agriculture and Forestry visited the Soviet Union “ and in Novem- 
ber it was announced that a Burmese trade mission was departing to 
the Soviet Union to negotiate the sale of additional amounts of 
Burmese rice. The delegation, which was headed by the Minister of 
Nationalization, arrived in Moscow at the end of December.® 

On February 22, 1955, Burmese Premier U Nu announced that the 
Soviet Union would soon buy 200,000 tons of Burmese rice and would 
supply Burma with industrial equipment in exchange. He said that 
the Soviet Union had shown a “sincere desire to help Burma in her 
present rice crisis.” * The final terms of the agreement have not been 
announced, but neither Burma nor the Soviet Union has given any 
indication that large-scale technical assistance programs are under 
negotiation. 

urmese efforts to dispose of surplus rice were not confined to the 
Soviet bloc. In October 1954, Burma proposed that the United States 
buy Burmese rice for distribution to countries in Asia. Burma would 


% New on Times, March 29, 1953, p. 1; June 12, 1953, p. 3; June 16, 1953, p. 5; June 14, 1953, p. 4; October 
22, 1954, p. 5. 

62 New York Times, April 25, 1954. 

83 New York Times, Novem ber 4, 1954, p. 6; December 13, 1954, p. 3. 

# Pravda, September 12, 1954; September 26, 1954. 

& Pravda and Izvestia, December 31, 1954. 

* New York Herald Tribune, February 23, 1955, p. 3. 
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buy United States industrial equipment and would engage the services 
of United States technicians with the dollars earned through the:sale. 
In setting forth this proposal, Premier U Nu said that— 


Burma is willing to accept United States economic aid but we prefer to pay for it, 
as this forms a more solid basis of friendship than acceptance of gifts.” 


Cc. CEYLON 


Ceylon’s economic relations with the Soviet. bloc have. revolved 
mainly around the 5-year trade agreement concluded with Communist 
China December 18, 1952. This agreement provided for the annual 
shipment of 270,000 metric tons of rice to Ceylon and the purchase 
of 50,000 tons of rubber by China. Prices were to be revised yearly. 
The agreement had no technical assistance aspects: 

Coming as it did during the Korean war, the agreement was widely 
interpreted among the members of the United Nations with armed 
forces in Korea as a violation of the spirit of the General Assemb] 
resolution of May 18, 1951, against the shipment of strategic materia 
to Communist Chink. Ceylon is not a member of the United Nations, 
its admission having been vetoed by the Soviet Union, but:on March 
23, 1953, Ceylon did prohibit private Ceylonese businessmen from 
importing strategic goods for transshipment to Communist China. 

At the time the rubber agreement was signed, the Ceylonese 
Government contended that it was nonpolitical and was necessitated 
by the falling price of rubber and the rising price of rice on the world 
market. W. Averell Harriman, then United States Mutual Security 
Director, told Congress in his final report that Ceylon had refused to 
sell the rubber to the United States because the United States had 
offered only the world market price, had offered rice at a price Ceylon 
was unwilling to pay; and had refused to promise Ceylon $50 mullien 
in economic aid. Communist China was paying 40 percent above the 
world market price for the rubber. 

While visiting the United States in December 1954, Ceylonese 
Prime Minister Sir John Kotelawala said that Ceylon would have 
no further need of rubber deals with Communist: China if it received 
assistance from the United States. He suggested that the most 
effective way to combat communism in Asia would be through 
economic assistance “‘in abundance * * * in the right place and in 
the right manner and at the right time * * *.” 

As for Ceylon, the Prime Minister said: 

We want financial aid and this is the right time to give it. It must also be 
given in the right manner and the right spirit without being tied up in strings.™ 

The Soviet Union itself has made no specific offers to Ceylon beyond 
its general offers to help in industrialization and to provide technical 
assistance to countries of South Asia. During 1954 the Soviet Union 
invited the Ceylon Rubber Commission to visit the U.S. S. R. In 
February 1955 it was announced that Ceylon had rejected this 
invitation and that instead of an official delegation, a group of 
Ceylonese trade union officials and industrialists were privately 
negotiating with Soviet and Ceylonese authorities for a delegation 
to visit the U.S. S. R. during the summer of 1955." 

8’ New York Times, October 15, 1954, p. 5. 


& New York Herald Tribune, December 2, 1954, p. 3. 
8* Broadcast, Vienna, Interreport-Ost, February 3, 1955. 
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Meanwhile, the Ceylonese Government has seized a number of 
opportunities to record its firm opposition to Communist expansionism, 
and has taken steps to impede economic and other relations—except 
for the rubber agreement with Communist China—with Soviet bloc 
nations. In January 1954 foreign exchange and other controls were 
tightened to prevent foreign Communists from entering Ceylon and 
to prevent foreign subsidization of Communist propaganda in Ceylon. 
A month later, the Government banned diplomatic relations with 
any Communist nation. 


D. THAILAND, PAKISTAN, AND JAPAN 


Thailand, Pakistan, and Japan are each linked to the United States 
in ohe way or another through military security agreements, and in 
each of these countries the Soviet Union has found an inhospitable 
political climate. 

In Thailand, the Minister of Economic Affairs announced in August 
1953 that his Government had been officially approached by the Soviet 
Union in regard to the conclusion of a bilateral t rade agreement. The 
Thai Government stated that its ban on shipment of raw materials to 
the Soviet bloc would not be lifted but that the trade proposal would 
be considered on its merits.” 

On December 8, 1953, an International Trade Fair opened at 
Bangkok at which the U.S. S. R. exhibition (according to the Soviet 
press) was awarded first prize. The further claim was made that the 
Soviet pavilion contained more than 5,000 separate items of manu- 
factured goods and was visited by 800,000 persons.” 

The U.S. S. R.’s plans to participate in the 1954 International Trade 
Fair at Bangkok were somewhat frustrated by Thai restrictions which 
are reported to have prevented the Russians from bringing a circus 
and a ballet corps. This would have confined the Soviet exhibit to 
an industrial display, and the U. S. S. R. withdrew from participation 
in the fair at the last minute. 

In Pakistan, the Soviet Union has not successfully employed tech- 
nical assistance as a device for economic penetration, although a 
Pakistan trade delegation, headed by Said Hassan, Deputy Minister 
of Economics, did visit the Soviet Union in October 1954, and although 
Pakistan has carried on trade with Communist China in cotton and 
jute. 

In regard to Japan, which is already industrialized, technical assist- 
ance has not been a factor in the recently step ed-up Soviet trade 
offensive. This drive, in which Communist China has played an 
important part, has instead been aimed at the— 
development, on mutually beneficial terms, of broad trade relations and the 
establishment of close cultural ties with yapan.” 

Japanese business delegations have been invited to China, and in the 
fall of 1954 a delegation of the Japanese Diet spent a month in China.® 

In addition, among other things, China has offered to settle out- 
standing controversies over fishing rights off the China coast, and 


® New York Times, August 23, 1953, p. 6. 
* News (Moscow), January 1954, No. 1, p. 22, and February 1954, No. 3, p 


* Communique on negotiations between China and the Soviet ‘Union, hE to People’s China 
1 


ber 26 1954, p 
“% The Times (London), October 13, isa, = 6. 
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the Soviet Union has sold Japan coking coal at a loss in the interest 
of developing trade.” 

While understandably no Soviet technical assistance offers have 
been made to the Republic of Korea and the Republic of China on 
Formosa, propaganda has magnified Soviet technical aid to Com- 
munist North Koreaand Communist China, Similarly there have been 
no Soviet technical assistance or economic aid offers to the Philippines 
nor to South Vietnam, Laos, and Cambodia. 


E. THE NEAR EAST 


Until recently the Soviet Union has attempted to achieve its aims 
in the countries of the Near East (except Afghanistan) by means 
other than technical aid. Although trade agreements have been 
concluded with Iran, Israel, and Lebanon, these contain no provisions 
for technical assistance. The only instance of Soviet technical 
assistance of any significance in this area has been the provision of 
aircraft, pilots, and Soviet specialists to aid Iran in combating the 
annual invasion of locusts which cause severe losses to Iranian agri- 
culture. According to the Soviet foreign trade journal— 
more than 72,000 hectares of crops affected by the locusts have been treated by 
the Soviet expeditions during the last 3 years.” 

Soviet activity in regard to the Near East since the latter part of 
1954 has been marked by stepped-up economic and cultural gestures, 
and has assumed some of the traits which were evident earlier in South 
Asia. Soviet exhibits were sent to the international trade fairs at 
Damascus and Izmir (Smyrna). The Near Eastern states were 
invited to attend the Agriculture Exhibition in Moscow. An Israeli 
women’s delegation visited the Soviet Union and at the end of 1954 a 
delegation of the Syrian Academy of Sciences visited the Soviet Union 
upon invitation of the Academy of Sciences of the U.S.S. R. Even 
Soviet hostility toward Turkey has been toned down and an official 
Soviet delegation visited Turkey for the first time in many years in 
connection with the International Civil Aviation Conference held in 
Turkey at the end of 1954. Czechoslovakia and Hungary have 
recently contracted to supply industrial equipment to Turkey. 

A more conciliatory Soviet attitude was adopted toward the 
government of Premier Zahedi in Iran in negotiations which led to a 
settlement of the long-standing border dispute. 

In recent months Soviet native language broadcasts to the Near 
East have begun to mention Soviet technical aid, particularly descrip- 
tions of the aid to Afghanistan and India. In general, this propa- 
ganda places more stress upon agricultural aid which might be avail- 
able than upon the industrialization theme used in South Asia. Not- 
withstanding the propaganda, specific offers are not known to have 
been made and the Soviet Union does not appear as anxious to engage 
in technical assistance programs in the Near East as in South Asia. 


VII. Sovier Participation In Unrrep Nations Trecunicau Assist- 
ANCE PROGRAMS 


accompany og the Sa Soviet emphasis on bilateral trade 


and technical assistance in 
“we New York Times, December 16, 1954, p. 6. 

* D. Beloshapkin: The Economic Relations Between the Soviet Union and Iran, Vneshniaia Torgovlia 
(Moscow), 1954, No. 9, pp. 1-9. 
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Soviet policy toward the multilateral technical assistance programs of 
the United Nations.” 

When the question of establishing the}U. N. expanded technical 
assistance program was before the Economic and Social Council in 
August 1949, the Soviets abstained from voting, and the Soviet 
delegate used the occasion to denounce the Point Four concept as 
“a program of expansion under a screen of anticommunism”’ and an 
opportunity for American ‘‘monopolists to seize the colonies and 
underdeveloped areas of the world in toto.” ® 

But later in the same year, in the General Assembly, the Soviet 
bloc joined other members of the U. N. in voting unanimously for the 
technical assistance resolution. One observer has suggested that this 
was because the Kremlin— 
regretted its decision to fight the Marshall plan, which had cost it so much good- 
will in Europe. Perhaps it differed from President Truman on the long-range 


effects of economic development, and reasoned that they might be rendered as 
favorable to communism as to democracy.” 


Whatever the reason, however, Soviet acquiescence in the program 
did not last long. It boycotted the first Hedging conference to obtain 
funds for the program in June 1950, ostensibly because of the presence 
of Chinese Nationalists. 


PARTICIPATION IN POLICYMAKING ORGANS 


The Soviets did, however, continue to participate in the policy- 
making organs of the U. N. which dealt with the program and on 
which they had membership. These included the General Assembly, 


the Technical Assistance Committee (composed of members of the 
Economic and Social Council), which passes upon recommendations 
of the Technical Assistance Board, and the Economic Commission 
for Asia and the Far East which engages in factfinding activities 
elated to the economic development of Asian countries but does not 
carry on technical assistance or economic aid programs as such. 

The record of Soviet participation in the specialized agencies, 
which actually perform most of the U. N. technical assistance work, 
is more spotty. The Soviet Union did not become a member of the 
International Labor Organization or of the United Nations Educa- 
tional, Scientific and Cultural Organization until 1954. Its member- 
ship in the World Health Organization has been in inactive status 
during the last 2 years. It has never been a member of the Food 
and Agriculture Organization or the International Civil Aviation 
Organization, and it does not contribute to the United Nations 
Children’s Fund. 

Prior to July 1953, the Soviet Union used U. N. organs as a forum 
for attacking the existing programs, both of the U. N. and the United 
States, ostensibly on the grounds that they were designed to make the 
underdeveloped countries ‘raw material appendages” of the United 
States and other Western Powers. At the same time, the Soviets 
professed their own support of technical assistance to underdeveloped 

For a description of these programs and the problems raised by Soviet policy toward them, see Senate 
Foreign Relations Committee, Subcommittee on Technical Assistance Programs, Staff Study No. 1, ‘‘Mul- 


tilateral Technical Assistance Programs," 1955, pp. 1-24, and especially pp. 18-19. 
% Walter R. Sharp, “‘International Technical Assistance: Programs and Organization,” Chicago, 1952, 


p. 60. 
* R. P. Stebbins and associates: ‘‘The United States in World Affairs, 1950,” New York, 1950, p. 343. 
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areas while refusing to contribute—as Dr. Isador Lubin put it—‘‘one 
red ruble.” } 


SOVIET BLOC CONTRIBUTIONS 


Following the death of Stalin, the Soviet Union made an abrupt 
change in its policy of financial nonsupport of the U. N. technical assist- 
ance program. In a speech in the Economic and Social Council 
July 15, 1953, the Soviet delegate voiced opposition to large-scale aid 
to underdeveloped countries and emphasized that what such countries 
needed was simply some help in helping themselves. At the conclusion 
of the speech, he unexpectedly announced that the Soviet Govern- 
ment would contribute 4 million rubles (equivalent to $1 million at 
the official exchange rate) to the U. N. technical assistance fund. 
The contribution was officially pledged at the technical assistance 
pledging conference November 12, 1953. 

At the same time Poland pledged $75,000, Byelorussia $50,000, and 
the Ukraine $125,000 while Czechoslovakia announced that it would 
participate in 1954. These actions indicated that the new policy was 
a concerted move on the part of the entire Soviet bloc. The meaning 
was variously interpreted ™ as a recognition by the Soviet Union 
of the adverse propaganda effects of its nonparticipation, as a move 
to use the U. N. for further penetration of underdeveloped countries 
through sending Soviet technicians abroad and granting scholarships 
in Soviet universities, as foreshadowing increased Soviet participation 
in the work of the specialized agencies, and as a device for developing 
receptivity to securing trade agreements with underdeveloped areas 
and securing raw materials from those areas. 

In this last connection, it should be noted that Soviet participation 
in the U. N. technical assistance program coincided with an increased 
Soviet emphasis on East-West trade. In April 1953, the U.S. S. R. 
had ended a long boycott and participated in a conference on the 
resumption of trade between Eastern and Western Europe. In the 
July ECOSOC sessions on technical assistance, the Soviet delegates 
emphasized removing barriers to international trade. 

This was followed in August by Soviet statements extolling the 
efforts of the Soviet delegates in the U. N. in— 

* * * foiling the attempts of definite elements to utilize such aid to further the 
self-seeking interests of the capital exporting countries.!” 

The same article returned to the theme that trade was the road to 
economic development and gave evidence that East-West trade con- 
trols were hurting: 


The Soviet Union believes that the only sure way of improving the position of 
the underdeveloped countries is to remove the numerous restrictions to expansion 
of their trade with other countries, imposed upon them by some of the bi 
powers. * * * Instead of prating so much about “aid” to underdevelope 
countries, the United States in the first place, and other countries as well, should 
desist from robbing them by acquiring their raw materials at low monopoly 
prices and selling them manufactured goods at high monopoly prices. 

If the underdeveloped countries were allowed the opportunity to enlarge their 
trade with all countries without restriction or discrimination, it would probably 
not be long before they rid themselves of such handicaps as unfavorable balances 
of payments, chronic dollar shortages, and constant and dangerous drains on 

10 New/York;Times, June 24, 1952, p. 30. Dr. Lubin was United States delegate to the U. N. Economic 
and Social Council. 

10} For press comment, see New York Times, July 16, 1953, p. 1; October 13, 19538, p. 21; January 8, 1954, 
p. 2; March 12, 1954, p. 4; September 12, 1954, p. 7; November 27, 1954, p. 23; New York Herald Tribune 


July 19, 1953, p. 2; Economist (London), July 25, 1953, p, 249. 
102 New Times (Moscow), August 5, 1953, p. 1. 
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their Seotign exchange reserves. * * * It would be better, in the interests of 
the underdeveloped countries, not to prevent them from trading normally with 
other countries and thus earning the foreign exchange they need, than to grant 
them so-called aid from which so far they have only suffered.!% 

The Soviets continued not only to denounce American aid programs 
but also to criticize the U. N. programs. In October 1953, for example, 
they complained that U. N. administrative costs were too high, that 
the program had not taken the needs of Asia sufficiently into account, 
and that there had been infiltration of foreign capital directed toward 
exploitation and the obtaining of superprofits.’™ 

The Soviets also stepped up their use of U. N. forums for announcing 
offers of direct assistance to Asian countries. These offers have been 
qualified, however, and have usually been linked with the establish- 
ment of trade. A typical Soviet statement is the following, made 
by the Soviet delegate to the 10th session of the U. N. Economic Com- 
mission for Asia and the Far East in Kandy, Ceylon, in February 
1954, and reported by the Soviet Foreign Trade Journal: 

The Soviet Union is prepared to consider the question of concluding long- 
term contracts for the purchase of goods in these countries in exchange for 
Soviet goods. In doing so the Soviet Union intends to reach an understanding 
about stable prices over a lengthy period and is contemplating the possibility 
of arranging for payment in the domestic currencies of the respective countries 
of Asia and the Far East. In an effort to promote the economic development 
of the countries within the sphere of the Commission, the Soviet Union is prepared 
to deliver to these countries equipment and machinery payable in installments. 

* * * In accordance with the program of the fund for technical aid of the 
United Nations the Soviet Union is prepared to examine concrete requests of 
countries of Asia and the Far East for technical assistance in the following fields: 
extracting and processing of minerals, developing the metallurgical, the machine 
building, and particularly the agricultural machinery industries, developing 
textile and food industries, establishment of rubber-processing plants, construction 
of hydroelectric stations and powerplants as well as organizing flood control and 
utilization of water resources for irrigation purposes, antilocust measures, and 
training and improvement of the technical know-how of workers in industry and 
other branches of the economy in these countries.!% 


USE OF SOVIET FUNDS 


When the Soviet Union announced its first pledge to the U. N. 
technical assistance program, G. P. Arkadyev, the Soviet delegate 
stipulated that the contribution be used only by the U. N. Technica 
Assistance Administration and not by the specialized agencies, which 
share in the technical assistance fund and carry out most of the work. 
Under regulations previously adopted by the General Assembly, 
however, all contributions were to be made without strings attached. 
The U. N. therefore notified the Soviet Union that the contribution 
was not acceptable for the purpose for which it was made and the 
contribution remained on deposit to the credit of the United Nations 
in the State Bank in Moscow. In January 1954, the U. N. sent a 
special representative to Moscow to negotiate the matter, and in 
March the Soviet Union notified the Secretary General of its willing- 
ness to permit use of the funds by all participating specialized agencies 
as determined by the Technical Assistance Board. 


13 Tbid., p. 2. 

14 New York Times, October 2, 1953, p. 1 

1% Soviet Summary in Vneshniala Torgovliaia, Moscow, 1954, No. 4, p. 11. For the U. N. record of the 
offer, see U. N. Economic and Social Council, Economic Commission for Asia and the Far East, Official 
records, 10th session, February 8-18, 1944 (U. N, Document E/CN.11/389, March 25, 1954). 
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A further problem of using the funds remained, however, for the 
rubles were inconvertible and therefore could be spent only in the 
Soviet Union. In September 1954 the Technical Assistance Board 
ee the specialized me te to investigate possibilities for using the 
rubles, and by the end of the year several projects were under con- 
sideration. As of May 1955, about $3,350,000 in rubles and other 
Soviet bloc currencies was actually available for use. Of this amount 
the Technical Assistance Board at that time had approved projects 
which would utilize $1,636,200 in rubles during 1955. These projects 
were for technical assistance to Ceylon, Chile, Ecuador, India, Jordan, 
Pakistan, Yugoslavia and for regional studies in Asia as follows: 
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Country 


Noe OadeLEkd. sci csi 


Yugoslavia 


Asia and Far East, regional......... 


Middle East and Asia, regional 
(primarily Iran and Burma). 

Near East, regional 

Asia, regional 


a ccs l. 


| 


Project 


Chemical and allied products equip- 
ment (carpentry shop equipment for 
salt workers in off season). 

Equipment for technical schools and 
institutions (industrial, meteoro- 
logical, agricultural). 

Housing equipment (testing equip- 
ment for local building materials). 


Statistics: 4 experts, 36 months; equip- 
ment (electronic computers and 
calculators). 

General economic survey: 1 expert, 5 
months; 10 fellows, 10 months (study 
tour to U. 8. S. R., to see technical 
training). 


Animal production and disease con- 
trol equipment (laboratory equip- 
ment). 

Chemical and allied products equip- 
ment (hydraulic press and olive oil 
centrifuge). 

Mineral resources development equip- 
ment (core-drilling equipment). 


General economic survey equipment 
(drilling and grading equipment). 
Water resources development equip- 
ment (drilling equipment). 
iI a Thin 
Land and water use and farm machin- 
ery equipment. 
Irrigation projects equipment 


Administered by agency 


U.N, 
Technical 
Assistance 
Adminis- 

tration 


$9, 000 | 


200, 000 


5, 000 


504, 950 


Fabricated metal projects equipment | 


(equipment in connection with proj- 
ect for advising on fabrication of | 
metal products). | 

Power production equipment (equip- 
ment for rural electrification demon- 
stration center). 

Mineral resources development equip- 
ment (equipment for project in con- 
nection with production of heavy 
paraffin oil and lignite). 

Chemical and allied industries equip- 
ment (equipment for production of 
insecticides). 


Irrigation project equipment 


Mineral resources development: Study 
tour (ECAFF); 10 fellowships: 2 ex- 
perts in Russia (group of Southeast | 
Asian officials to visit the U. 8.8. R. | 
for several months to observe metb- 
ods of lignite production.) 

Forestry development equipment 


Desert locust control equipment 
Fishery equipment 











Food and 
Agriculture 
Organization 
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Of the $1,636,240 scheduled for use in 1955, about 91 percent (ap- 
proximately $1, 500 000) will be used for the purchase of Soviet sup- 
plies or equipment. Only 3 of the projects listed above involve Soviet 
experts or training grants within the U.S. S. R.: (1) The statistics 
project in India oleainty for equipment but will also involve the send- 
ing of 4 experts to India for an average of 9 months each; (2) the gen- 
eral economic survey project in India will involve the sending of 1 ex- 
pert to India for 5 months, and the sending of 10 fellows to the 

S. S. R. for 1 month each ; (3) the mineral resources department 
study tour will involve sending a group of Bouthane Asian officials to 
the U. S. S. R. for several months to observe methods of lignite pro- 
duction (this trip may also be expanded to include observation of coal 
production methods in Western Europe). 

There are also under consideration new requests from India for 
projects which would use an additional $1.9 million. All of these are 
for equipment except for one project totaling approximately $42,000 
for experts and equipment requested by the Ministry of Food and 
Agriculture.’ 


1% Statistics provided by the U. 8. Department of State, Bureau of International Organization Affairs. 
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FOREWORD 


To enable it to carry out its assignment under Senate Resolution 
214, the Subcommittee on Technical Assistance Programs in 1954, 
under the chairmanship of Senator Hickenlooper, solicited the views 
of American citizens stationed or residing in countries receiving 
technical assistance. 

The reports received in late 1954 and early 1955 in response to this 
request are of such interest, that the subcommittee directed Miss 
Morella Hansen of the committee staff to summarize them in order 
to make them readily available to subcommittee members and others 
concerned with the technical assistance programs. 

The bulk of the reports here summarized came from chiefs of 
American diplomatic missions; others came from American business- 
men and journalists. In all cases, the reports were solicited by the 
subcommittee with assurance that they would not be published in 
a form which would identify the writers. 

One does not have to agree with all of the comments in these reports 
to be impressed with the thoughtful consideration which this group 
of perceptive observers has obviously given to the problem. Una- 
nimity could not be expected; yet there is a remarkably wide consensus. 

The reports as a whole form an invaluable addition to the body of 
information otherwise available to the subcommittee which expresses 
its deep appreciation for the fine cooperation extended to it by our 
official representatives and private citizens abroad. 


Mike MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 
DeceMBER 21, 1955. 
270 





SUMMARY OF REPORTS BY AMERICAN CITIZENS ABROAD 
ON TECHNICAL ASSISTANCE PROGRAMS 


I. INTRODUCTION 


The Subcommittee on Technical Assistance Programs was directed 
by Senate Resolution 214, 83d Congress, to make ‘‘a full and complete 
study of technical assistance and related programs.’’ In particular 
the subcommittee was authorized to direct its attention to— 

1. The general level of authorizations of funds for the future 
to enable the programs efficiently to achieve their purposes; 

2. The relationships between the technical assistance programs 
of the United Nations and of the Organization of American 
States and those conducted by the United States; 

3. The coordination of United States agencies in operations 
within and outside the United States; 

4. The extent to which the programs have been able to utilize 
private agencies in achieving their purposes; 

5. The degree of self-help and mutual assistance available in 
countries receiving technical assistance; 

6. The relationship between technical assistance, economic 
aid, and military assistance; and 

7. The effectiveness of the administration of the programs in 
advancing the foreign policy of the United States. 

As a part of the study of these matters, the chairman of the sub- 
committee in October 1954 requested the chiefs of the United States 
diplomatic missions in the underdeveloped countries where a United 
States program of technical assistance operates to comment on the 
activities at their posts, with particular reference to the seven points 
of Senate Resolution 214. The chiefs of missions were assured that 
their remarks would be treated on a confidential basis and would not 
be published in a form in which the source of individual comments 
would be identifiable. 

Approximately 35 ambassadors responded from Latin America, the 
Near East and Africa, South and Southeast Asia, and the Far East. 

The subcommittee also invited comments from American news- 
paper reporters and businessmen residing in countries receiving 
technical assistance and a number of such comments were submitted 
on the same terms as those of the ambassadors. 

These reports are summarized in this study for the use of the sub- 
committee and the Senate. The summary preserves the anonymity 
of the writers in accordance with the terms under which their com- 
ments were solicited. Neither the authors of the quotations nor the 
countries from which they were reporting are identified. 

Since most of the comments were addressed to the seven points of the 
resolution, they have been grouped under those headings. 

There was a large area of agreement on these points: 
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1. Level of appropriation 

The present level of appropriations for long-range technical assist- 
ance programs was generally considered about adequate, although 
some increases were regarded as justifiable in some of the countries on 
the periphery of the Soviet bloc. 

The need for increased funds, if any, was thought to be for capital— 
grant or loan, private or public—to assist in the development of the 
resources of countries where more rapid progress was desirable in the 
interest of the United States. 


2. Multilateral programs 


United States interests were being well served by the programs of 
technical assistance of the United Nations and the Organization of 
American States, which, notwithstanding certain weaknesses, played 
an important role in areas in which local sensitivities precluded uni- 
lateral technical assistance. 


8. Coordination of United States activities 

Field programs and activities of the United States were in general 
well coordinated. The chiefs of mission were largely indifferent to 
the question of which agency or department should administer the 
program from Washington, so long as the activities were subject to 
field coordination by the Ambassador. 


4. Use of private agencies 
Little use has been made by the International Cooperation Adminis- 
tration of private agencies until recent times. There was consider- 


able sentiment for expanding and multiplying arrangements with pri- 
vate agencies. 


5. Self-help 


Measured by direct contributions in cash, supplies, or personnel to 
the program, self-help by the recipient nations was judged adequate. 
Measured by serious efforts at self-development, it was found wanting 
in many areas. 

6. Relationship between United States aid programs 

There was little relationship between programs for military and 
technical assistance. Economic aid and technical assistance, on the 
other hand, were closely related. In underdeveloped countries receiv- 
ing substantial grant aid, technical assistance of a proportionate scale 
was indispensable for making effective use of economic aid. 


7. Effectiveness of the program 

The program has promoted good will and friendliness toward the 
United States, but the degree to which foreign attitudes are shaped 
through the operation of the program is difficult to ascertain. 

These generalized views are described in greater detail in the sections 
that follow. 


Il. GENERAL LEVEL OF AUTHORIZATIONS OF FUNDS FOR THE FUTURE 
TO ENABLE THE PROGRAMS EFFICIENTLY TO ACHIEVE THEIR 
PURPOSES 


Most of the ambassadors felt that the present level of funds provided 
for technical assistance was adequate to meet present goals. A few, 
particularly in countries which are at an intermediate stage of develop- 
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ment, thought it might be possible to begin a gradual reduction of the 
program within the foreseeable future. One warned against ‘“‘super- 
salesmanship devoted to empire building. 


” A more common view, 


however, particularly in extremely underdeveloped countries, was 
that the present stage of underdevelopment is itself a limiting factor 
on the capacity of the country to absorb technical assistance and that 
as development proceeds moderate increases in technical assistance 
funds will become desirable. One ambassador commented on the 
increasing requests for technical assistance which he attributed in 
part to growing confidence in the United States. 

A third group of ambassadors, mainly in politically instable coun- 
tries close to the Iron Curtain, declared that the present level of funds 
is inadequate. One of these ambassadors felt that the amount, of 
technical assistance would depend on the amount of economic aid. 
If economic aid is increased, technical assistance should also be 
increased to insure effective utilization of the economic assistance. 


A. Faetors affecting need for technical assistance 


Among the majority of ambassadors who believed the present level 
of funds to be adequate, there were many who qualified their opinions 
in one way or another. Some strongly recommended increases in 
funds for training. One suggested two levels for the technical 
assistance program: 

1. A minimum program for countries that show little interest 
in general resources management; and 

2. An expanded program for countries that take effective 
steps to improve their general resources management. 


If we want to give real help to * * * countries— 
said this ambassador— 


we cannot afford to scatter our efforts on the periphery of their problems. We 
must go to the center of their difficulties: We must help countries in the basic 
field of general resources management * * *. Generally speaking, * * * 
countries have shown little interest in inviting us to help them plan sound 
economies. Instead, they have invited us to help them put patches on the sick 
economies that are the unfortunate but inevitable result of the lack of overall 
planning, of sound monetary and fiscal policies, and of a well-organized public 
administration. Too often we have stopped after giving other countries what 
they said they wanted; we have not tried enough to give them also what we knew 
they needed. 

This ambassador cited a number of examples of how, in his judg- 
ment, United States technical assistance has been less than fully 
effective because of poor management on the part of the recipient 
government. In one country, for instance, while American tech- 
nicians were working with the Ministry of Agriculture to increase 
milk production, another ministry was putting uneconomic price 
controls on milk, with the result that milk cows were eventually sold 
for beef. 

Another American also suggested two different levels for the tech- 
nical-assistance program according to the immediacy of the threat of 
Communist aggression or subversion. 


In many countries— 
he pointed out— 


we have a continuing but not necessarily urgent or vital, interest. They are not 
threatened by imminent Communist attack or infiltration * * *. For such 
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countries one would assume that the level of authorization * * * could and 
should be modest. 


In other countries, however, he continued, the threat of Communist 
aggression and internal subversion is imminent and immediate and 
the United States is conducting substantial programs of military and 
economic assistance. 


It is precisely here— 
this ambassador declared— 


that technical assistance becomes not less but more necessary * * *. Technical 
assistance on a very considerable scale * * * is absolutely indispensable to the 
success of our military assistance and economic aid and, hence, to the objectives 
to which the latter are given * * *. The technical assistance must be pro- 
vided concurrently and in a measure commensurate with the economic and 
military aid which we are giving. 

Another writer suggested a different criterion for scaling the size of 
technical assistance oh ene In underdeveloped countries facin 
the immediate threat of Communist aggression, he suggested, technica 
assistance should be designed to support other types of United States 
aid and should vary in size according to these other aid programs. In 
underdeveloped countries not immediately threatened with aggres- 
sion, he went on, technical assistance should be a modest program 
aimed at raising standards of living. 

Many of the ambassadors in the group which held the present level 
of funds to be adequate seemed to agree with the ambassador who 
wrote that— 


there remains a great deal more which can be accomplished through technical 
assistance * * * but it is believed that a large increase over the present level of 
activity would show rapidly diminishing returns since the limiting factor in * * * 
economic development at present is a lack of investment capital rather than a 
lack of technical competence. 


Another wrote: 


If the touchstone is ‘‘improvement,” the proposed fiscal year 1955 level of 
FOA expenditures will, of course, be considered a success since practically all the 
things being done are good. I have grave doubts whether any significant increase 
in the standard of living of the * * * masses can be achieved in a brief period 
as the result of FOA expenditures at the present level. 


And from a third ambassador came this: 


If the past * * * goals of social welfare and improvement of the lot of the 
small farmer are to be continued, existing technical aid allotments are sufficient 
or could be reduced slightly as time passes. On the other hand, if * * * {this 
country] is to be made into a producing member of the western alliance, so-called 
“economic development” allotments must be obtained. 


B. Relationship to other financial needs 


This emphasis on the need for private investment, intergovernmental 
loans, and grant economic aid was repeated many times. 


Indeed— 
was the feeling of one— 


technical assistance itself can hardly be expected to become fully effective until 
it is geared into such capital financing * * * 


Another ambassador wrote: 


It is important to recognize that economically underdeveloped countries, even 
though deficient in technical knowledge, encounter serious difficulties in obtain- 
ing appreciable benefits from technical assistance programs unless economic 
development activities are simultaneously underway. 
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Another ambassador pointed out that the capacity of countries in 
his area to absorb technical assistance would increase considerably if 
these countries were to receive greatly increased amounts of economic 
aid from the Export-Import Bank, the International Bank for Recon- 
struction and Development, or from private investment. 

Along these lines, suggestions were made for small increases in 
appropriations to spoils more thorough reporting on foreign trade 
and investment opportunities and for steps to eliminate or reduce 
double taxation of United States firms operating abroad. 

Some writers warned against expanding the technical assistance 
program in ways which would result in substantial increases in the 
numbers of American technicians in the recipient countries. Com- 
menting on the increase in the number of United States technicians 
which had already taken place in one country, another ambassador 
warned that— 


any further substantial increase would present problems which would jeopardize 
other aspects of our activities * * *. 


He added: 


A reappraisal of the operation could undoubtedly bring about effective econo- 
mies without harm to the prestige or effectiveness of the program * * * I do 
not feel that sufficient attention by far has been paid to the training of local 
employees to take over the work being carried out by our technical or adminis- 
trative personnel. 


Another put it this way: 


A grevt deal more [assistance] could probably be utilized advantageously, and 
we could get by with a good deal less if necessary. I do not believe our technical 
assistance funds are being wasted * * * and would judge that a continued 
program of about the size now being carried on, or perhaps slightly larger if future 
events warrant, would be advisable. A greatly enlarged program would tend to 
make our technicians and activities * * * [here] too conspicuous. A greatly 
reduced program would fail to meet the need for helping the present democratic 
forces in * * * [this country] to improve their standard of living sufficiently 
rapidly to maintain themselves in the race between progress and disintegration 
in this part of the world. 


C. Need for program stability and flexibility 

Two points which were stressed repeatedly by the ambassadors were 
the importance of stability in size and the need for flexibility in the 
use of technical assistance appropriations. 

It is my personal view— 
wrote one ambassador in a typical comment— 


that an essential element to achieving these purposes [i. e., those of the technical 
assistance program] is constancy of effort over an extended period of years. 
This is a long-range program. Although generous funds will contribute measurably 
to its success and usually can be put to good use, it is equally important that the 
amounts of funds available annually remain more or less stable for a successive 
number of years. 


Along these lines, it was suggested that funds should not be tied 
to a rigid time period for expenditure and that the program should 
be planned for longer periods than 12 months in advance. Others 
pointed out that stability in appropriations would facilitate program- 
ing, lend increased effectiveness to the efforts of the United States, 
and make possible— 

° coat in the main body of officials, both at the Washington end and in the 
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The view was stated that— 


the problem is not so much one of inadequacy of funds as of developing tech- 
niques for their most effective implementation. Technical assistance is usually 
long-term by nature and it is preferable to be able to look forward to restricted 
activity with continuity and avoid overextension liable to abrupt curtailment. 


Flexibility seemed necessary so that, in the words of another 
ambassador— 


promising and well-thought-out projects may not be impeded or delayed and the 
right sort of personnel can be attracted. 


A third ambassador wrote that— 


because of our fiscal system, it is necessary for the FOA to predict in advance 
what needs will arise in the other countries and what requests for technical assist- 
ance will be received. This requires our technicians to prepare estimates based 
on the projects they anticipate will be desirable to the other government. Once 
the funds are appropriated, there may be a tendency to solicit a request from the 
host government for the type of program envisaged in the planning stage. In 
the long run this does not do the United States any good and tends to create the 
impression in other countries that this program of technical assistance is some- 
how being pushed by the United States for its own interests. * * * A system 
permitting greater flexibility should be devised and no technical assistance should 
be provided except upon the firm and official request of the host government. 


Finally, one ambassador, who found the general level of funds 
adequate, wrote that— 


it would be very helpful if some arrangement could be made for more prompt 
allotment of funds to the field as they are appropriated. 
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Ill. THE RELATIONSHIPS BETWEEN THE TECHNICAL ASSISTANCE PRO- 
GRAMS OF THE UNITED NATIONS AND OF THE ORGANIZATION OF 
AMERICAN STATES AND THOSE CONDUCTED BY THE UNITED STATES 




























Generally speaking, Americans overseas, including the ambassadors, 
were satisfied with coordination between the bilateral United States 
program and the multilateral United Nations and Organization of 
American States activities. They emphasized that the programs sup- 
plemented or complemented each other and that overlapping, dupli- 
cation and rivalry, which some of them noted at the beginning of the 
programs, were now largely avoided. 

A number of them made specific reference to machinery set up by 
the recipient country to coordinate requests for technical assistance. 
More frequently, however, coordination has been left to the personal 
handling of the mission chiefs of United States, United Nations, or 
Organization of American States programs as is apparent from 
comments such as this: 

It appears that the leaders of the technical assistance programs of the United 


States, United Nations and Organization of American States have close working 
relationships * * *. [Italics supplied.] 


The success of such relationships in the words of one ambassador 
has been— 


due to the initiative and good sense of the individuals who happen to be directing 
the United States, United Nations, and Organization of American States 
programs * * *, 

A. Coordination machinery 


Several of the commentators, however, found room for improve- 
ment in the recipient countries’ coordinating machinery, in the 
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organization of the U. N. programs, and in the relationship between 
U.S. and U. N. agencies. 


The * * * Government— 
wrote one— 


has no person or office charged with the responsibility of coordinating the many 
and often overlapping requests for technical assistance that originate in half a 
dozen * * * ministries. 


Another reported: 


several instances of near-duplication of programs due to the fact that the U. N. 
resident representative [here] * * * has not always been kept informed of * * * 
requests direct to the U. N. or its specialized agencies and so was not aware that 
projects were under consideration which would have duplicated point 4 activities. 


To remedy this, he suggested that — 


the U. N. representative’s authority should be strengthened, and all * * * 
requests for assistance to U. N. agencies should be channeled through him to 
facilitate coordination. 


It was suggested also that coordination between U. S. and U. N. 
programs could be improved— 
if USOM [United States Operations Mission] directors before proceeding to a new 
post or while on leave could visit U. N. headquarters in New York and discuss 
some common problems * * *. Moreover, it would be useful if FOA missions 
could be kept currently advised on U. N. plans for technical assistance within 
countries to which they are accredited. It might also be helpful if USOM could 


be kept currently informed of the plans of the World Bank for projects within a 
given country. 


It appeared to be the feeling of the ambassadors that— 
there is a place for both the United Nations and United States programs * * * 
and that— 


We should recognize that assistance from these other sources also serves our 
objectives and deserves our support. 


Because— 


* * * Tt is advantageous when technical assistance is not concentrated ex- 
clusively in the hands of a single country. 


One person suggested that in his particular country consideration 
be given to— 


naming a recognized American economist as the head of the United Nations 
Technical Assistance Mission * * * and merging our technical assistance pro- 
grams with it. 


Another suggestion was that— 


Technical assistance could be dispensed progressively in some form of multi- 
lateral setting similar to the IBRD [International Bank for Reconstruction and 
Development], or Colombo Plan or even OEEC [Organization for European 
Economie Cooperation]. 


B, Advantages of multilateral programs 


One of the principal advantages of the multilateral approach noted 
by the ambassadors was to prevent, in the words of one— 
the growth of sentiment among [people] who prefer not to be overly dependent 
upon the support of a single nation, that we are playing a disproportionate role— 
in their affairs. Feelings of national pride and independence have, 
in fact, created a preference in some nations for multilateral technical 
assistance to which, by reason of their contributions, they feel they 
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exercise a “‘claim,’’ rather than for ‘charity type” assistance from the 
United States. 

The type of obstacles to United States technical assistance created 
by this attitude is described in the following quotation: 

There exists the feeling in the minds of many that they are perfectly capable 
of carrying on their own programs and they resent the implication that United 
States technicians can do a better job or can teach them anything. Obstacles 
are encountered in the fields of geology and mining probably due to fear * * * 
that if the United States technical group becomes cognizant of highly prospective 
mineral areas or deposits that such knowledge may be given to United States 
industrialists rather than to [local] industrialists. 

Another important aspect of multilateral programs observed by our 
public representatives abroad is that an international organization 
can give certain types of advice more effectively “particularly when 
the interested country has acute national susceptibilities” and can 
undertake operations “‘which the United States mission cannot touch 
for political reasons.”’ 

The multilateral programs in some cases were carried on by em- 
ployees often indigenous to the area in which they worked and aware 
of local economic and social capacities and limitations. 


Our people— 
one of the ambassadors who observed this stated— 


tend to think in American terms of mass production which almost invariably 
involves a fairly complicated organizational structure * * * The United Nations, 
on the other hand, seems to be thinking in simpler terms. * * * Inasmuch as 
the * * * farmer now uses for almost all agricultural production only the plow 
and the machete, the introduction of the wheel and the wheelbarrow may be 
simple enough for him to understand, whereas the principles of crop rotation and 
crossbreeding of seeds, if they reach him through our channels, are much more 
abstract and may be more difficult to understand. 


C. Disadvantages of multilateral programs 

While commenting on the advantages of the U. N. and OAS programs, 
some of the writers also noted a tendency in some countries to prefer 
United States assistance. One subcommittee correspondent wrote: 

* * * officials [here] would have a preference for the OAS or U. N. sponsored 
programs, other things being equal, but the superior organizational and stability 
of the FOA technical assistance program * * * would, it is believed, lead them 


to select the latter were they offered a choice between the two types of organiza- 
tion. 


Another one stated: 


Naturally the tendency is * * * to prefer United States technical assist- 
ance * * * [because it has} more liberal funds * * * [and is] more likely to 
support positive policies abroad with grants or loans than is a U. N. organization 
whose objectives are bound to be more general. 


The author of the last comment added that— 


another reason for the preference for United States technical assistance has been 
the generally superior skills of experts coming from the United States. 
This view was shared by others. 

Some general criticisms of the U. N. program in specific countries 
included: Faulty organization, loose direction, a lack of clear-cut 
objectives, somewhat inferior personnel and very poor personnel 
practices with a high personnel turnover, and a lack of funds, supplies, 
and equipment. One comment was that ‘‘they just send in persons 
without any sort of tools at all.” 
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There was some feeling that the programs of the United States, 
U. N., and OAS agencies should be in different fields but few of the 
ambassadors attempted to define the fields. One of these believed— 
it important to see that all United States aid and assistance programs are suffi- 
ciently concentrated to achieve identifiable results within a reasonable period of 


time. Since this will involve concentration in certain fields, this will leave other 
fields open to U. N. and OAS activities. 


According to another ambassador: 


so long as our national policy calls for the support of the U. N. and OAS programs, 
there remains for the United States only those activities not covered, or not suffi- 
ciently covered by the other programs. Our interests require that in the future 
we always examine with care all non-United States programs supported by us to 
be _ they do not provide for activities which Uncle Sam would prefer to carry 
on alone. 


IV. COORDINATION OF UNITED STATES AGENCIES IN OPERATIONS WITHIN 
AND OUTSIDE THE UNITED STATES 


Although the comments of ambassadors and other Americans 
residing abroad were written before the Foreign Operations Admin- 
istration was abolished and its economic functions transferred to the 
International Cooperation Administration in the Department of 
State, these comments have by no means lost their relevancy. 

The ambassadors reporting were satisfied with coordination pro- 
cedures in the field. ‘‘No problem”’; “very efficient and smoothly” ; 
“good working coordination”’; ‘close and harmonious”; ‘operate as a 
team”’ were their words describing the relationship between the em- 
bassy and the technical assistance program. Recognition of their 
responsibility for coordination was explicit in such remarks as: 


I take such action as may be warranted to achieve proper coordination of 
American activities * * *. 


The overall supervision by the ambassador is recognized and accepted * * *., 
All foreign aid activities are coordinated * * * under my direction. 


Duplication or overlapping activities were rarely observed. One 
post reported some duplication— 
in the sense that the * * * [local FOA mission] is charged with the responsibility 
of compiling and submitting to FOA in Washington detailed data concerning the 
economy of * * * [this country] * * * its operating budgets and kindred sub- 


jects, despite the fact that all of this information is also supplied by the embassy in 
great detail to the State Department. 


This type of duplication was eliminated at another post by— 


the designation of the FOA mission chief as counselor for economic affairs in the 
embassy, to serve concurrently * * * [to] avoid any duplication in the operational 
and reporting functions and at the same time assure better coordination in all 
field activities. 


The same suggestion was made, unrelated to the question of duplica- 
tion, by an ambassador who felt that— 
FOA operations in a foreign country should be placed organizationally under the 
Chief of the Economic Section and the control by the Ambassador should be 
exercised through this officer and through the Deputy Chief of the Diplomatic 
Mission. 

Field coordination, while good, was at times made difficult by 
Washington. 
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Our recommendations have to be fought through so much bureaucracy— 
wrote an ambassador— 


* * * T am sadly depressed at the length of time it takes to get joint action in 
Washington from FOA, State, and Defense. 


Another reported—- 


there is a certain amount of friction which leads to delays and occasional lapses 
of coordination. 


The writer of the last comment was one of the few to go on record 
directly for preferring— 


to see the staffs fully integrated * * * 
A colleague in this group put it this way: 


The creation of FOA divorced policy from operations. * * * Since operations 
are the implementation of policy, such a separation is not logical and is an invita- 
tion to internal bickering and conflict, with the frequent result that policy is 
determined by operations, rather than the other way around. Both at home and 
in the field, coordination can best be effected if policy and operations are controlled 
by the same headquarters. 


In a similar vein, one ambassador noted— 


a slight tendency on the part of FOA in Washington to make decisions which the 
FOA officials consider to be ‘‘operational’” and, therefore, outside the responsi- 
bility of the Department of State * * *. This situation would be ameliorated 
¥ ee technical assistance function in Washington were under the Department 
of State. 


Other difficulties stemming from accountability to separate head- 
quarters in Washington were mentioned by a number of others. One 
of these ambassadors sometimes felt that “what FOA in Washington 


wants is his signature, not his judgment.’’ Another noticed ‘‘a differ- 
ence in attitude by the FOA as represented here by the USOM and 
that of some of the established departments.” This difference in 
attitude was reflected, according to a third source in “certain signs of 
‘empire building’ since the program was taken into FOA.” The im- 
petus for this came not from the field but from Washington, this 
source elaborated: 


Occasionally, without his volition, the country director is forced into a pattern 
of those FOA country operations of the larger, or largest, magnitude which may 
be encountered in other nations. Furthermore, one senses the very human desire 
of the Washington organization to have operations in all countries. 

Bearing also on the question of State Department-FOA relations 
was a warning that— 
any undertaking abroad by any agency of the Government must be examined at 
the beginning to make sure that it can be carried out without impairing the ability 
of the Secretary of State to meet his constitutional duties. 

To another ambassador, the most important consideration was not 
necessarily the location of responsibility in Washington for the pro- 
gram but that the program have— 
steady reinforcement from the * * * Washington headquarters * * * stability 
and continuity of its directing personnel there * * * stability in the basic struc- 
ture of the program, with assurances of adequate appropriations * * * 

Only one of all the ambassadors concerned with the location of 
administrative responsibilities in Washington, found it “slightly pref- 
erable to have point 4 set up as a separate agency” because then 
“the ambassador avoids the occasional embarrassment of being too 
closely connected with an action program.” 
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An isolated comment was received on the— 


serious managerial difficulties due to the anachronistic servicio '! organizational 
structure, which leads to administrative and policy lapses and conflicts * * * 
The point here is not that the servicio * * * per se is ineffective, but that the 
servicios operated independently over so long a period of time that they acquired 
some bad habits * * * In the Federal service, where part of each employee’s 
direction comes from regulations and directives, and where the director in the field 
for this reason does not have complete control including hiring and firing, a 
strongly centralized structure seems necessary. 


V. THE EXTENT TO WHICH THE PROGRAMS HAVE BEEN ABLE TO UTILIZE 
PRIVATE AGENCIES IN ACHIEVING THEIR PURPOSES 


Reports were received from a number of countries to the effect that 
there was no utilization of private agencies or that contracts with 
private agencies either were insignificant or had only recently been 
concluded. These observations came particularly from Latin Amer- 
ican and some south Asian and Far Eastern countries. 


To my knowledge, FOA has not been able to utilize a single private agency in 
achieving its purpose in this country * * * 


a typical comment read. 


er I know of no fruitful effort which FOA has exerted to that desirable 
end. 

Some of these individuals qualified their observations by pointing 
out that in their area it was not feasible to use private agencies 
because none operated there or for other reasons. 

From the Near East, on the other hand, came several reports of 
“extensive” use of private agencies, as illustrated by this quote: 


The program * * * has been able to utilize to an exceptional degree private 
American agencies in its activities. 


A. University contracts 


The form of private agency contract singled out for particular 
approval was the university contract. One ambassador called it “the 
most important new idea in United States technical assistance in a 
decade.” Another one stated that “the presence of American college 
and university personnel has greatly enhanced the effectiveness of the 
technical assistance program.” Hopes and anticipation for greater 
use of this method were expressed by several ambassadors. 

The newness of the university contract method, on the other hand, 
made a few ambassadors hesitate to evaluate its effectiveness, One of 
them, moreover, cautioned that— 

Experience has shown the need for closer coordination of the work being done 
under a university contract and the work done by FOA. I should recommend that 
a special effort be made to correlate the activities of such university personnel with 
the activities of the FOA both in the field and in the United States so that each 
may be kept advised of their responsibilities and the interrelationship of their 


work. A system providing such a current exchange of information would be 
mutually helpful. 


There was relatively little comment about the work of foundations 
and private American corporations except to note their existence in 
the field. The ambassadors appeared satisfied with their performance 
wherever and whenever they operated under contract to FOA. 


1 The servicio is an organization in Latin America jointly managed and financed by the United States 
and the other country concerned. 
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The fact that no one raises problems of coordination between point 4 and the 
foundations is undoubtedly a compliment to the smooth operation and public 
relations of the foundations— 


was the observation of one of them. He added, 


I am not sure, however, that this means that there is any general policy as to 
how point 4 and the foundations can work to best advantage together. 
B. Relations with private agencies 

A number of mission chiefs felt that “greater utilization of private 
agencies would be desirable.”” For instance, one report expressed— 
the firm belief that United States aid can be more efficiently administered * * * 


[here] as well as in other * * * countzies, by private United States firms who 
can supply the technical knowledge. 


Another one stated that— 


the experience * * * with private organization contracts has shown a number of 
types of technical assistance can be better provided by such organizations than 
by United States government agencies. 


A similar observation was made at two other posts: 


[Private agencies] are able to operate more effectively than Government in 
some fields and the two should work in close harmony. 


And— 


Utilization of private agencies for such purposes affords some advantages over 
that of United States Government institutions. They can operate with greater 
flexibility and their activities and recommendations are less likely to be regarded 
as subject to political considerations. 


However, factors limiting the work of private agencies were ob- 
served. 


Private agencies are not a substitute for governmental activities, chiefly because 
of their limited resources— 


one ambassador believed. Another cautioned that— 


Uncle Sam should remember that private agencies engaged in such activities have 
the same human desire as governmental agencies to supersalesmanship and to 
prolong their activities to the maximum possible. 


At two posts efforts were reported underway to promote greater 
understanding and support from the local American business com- 
munity for technical assistance. From one of these, the ambassador 
wrote that he and the FOA mission chief— 


are planning the organization of an informal American advisory committee to 
work * * * in the interest of achieving an improved understanding of the work 
of that mission among private American organizations operating * * * [here] 
and greater participation, where feasible, by private American organizations in 
furthering Mission programs. 


The FOA mission, at the other post— 


has sought to enlist the advice, cooperation, and support of the large American 
business community in furthering measures to encourage private and foreign 
investment. Informal technical help has been provided the American Chamber 
of Commerce. The president of that organization has been assisted in working 
out specific proposals to be made to the * * * [local government] for creating 
a more favorable atmosphere for private investment. 


The latter post had expectations, furthermore, that some work 
begun by FOA under contracts with private organizations might be 
taken over by those organizations after FOA financial support ceased. 


It appears likely numerous activities begun in this way, with United States 
Government assistance, may be continued under private sponsorship on a more 





SUMMARY OF REPORTS ON TECHNICAL ASSISTANCE PROGRAMS 283 


or less permanent basis. * * * It is hoped the relationship established between 
* * * educational institutes and the American universities will continue even 
after the completion of the present contracts. Efforts are also being exerted to 
arrange for private foundations to finance the cost of continuing some of the most 
basic work begun under the contracts. In the future it is hoped the * * * gov- 
ernment may find it desirable to finance the service of private management firms 
for purposes similar to those now provided for under the United States financed 
contracts. 


The beneficial impact of technical assistance activities on private 
American enterprise abroad was noted in one report: 
As a result of the stepped-up activity * * * [here] the local representatives of 


International Harvester have constructed a large building for sales, repair and 
servicing of all kinds of agricultural equipment * * *. 


One group of American businessmen took the following view of the 
program’s relationship to private business: 

We, * * * strongly feel that the technical assistance program should in no 
way infringe upon the field of free enterprise and private initiative. * * * Where 
any project of the technical assistance program engages the business sector of 
* * * [the] economy, we are convinced that its proper field is that of advice and 
consultation and that it should not permit itself to be lured into any role other 
than that of technical adviser; private initiative is able and eager to develop the 
economy * * * in the business field, and as the economy * * * advances, aided 
at strategic points by technical advice and assistance, the need for such aid 
diminishes in direct proportion to the increased efficiency of the industrial effort 
as more effective techniques are applied. This, to our minds, would be a logical 
and highly desirable development. 


VI. THE DEGREE OF SELF-HELP AND MUTUAL ASSISTANCE AVAILABLE 
IN COUNTRIES RECEIVING TECHNICAL ASSISTANCE 


High degrees of self-help and mutual assistance were reported from 
countries in which the technical assistance program had operated for 
a long time and from countries engaged on long-range development 
plans. eal 3 

The local contribution to long-established projects has ranged as 
high as 90 percent of the total costs in some countries. 

In its 12 years of operation— 

a particular program in one country— 


has completed or turned back to * * * government agencies for continued 
operation 72 out of 86 individual projects * * *. As the oldest activity in the 
field of United States technical cooperation * * * [here], the * * * program is 
expected by fiscal year 1955-56 to enter a period where it will be turning back 
more projects to the * * * authorities then it will be initiating. 

In another country— 


the cooperative agricultural extension program is now operated to a very large 
extent by * * * [local] personnel, under the direction of * * * [a local] director, 
and about three-fourths of the cost is defrayed by the * * * [local] government. 


A. Self-help and development plans 
In countries undertaking long-term development programs, the 


ambassadors measured the degree of self-help by the size of these 


programs compared to the United States contribution of technical 
assistance. 


Rated this way, in one country— 


foreign assistance from all sources is only 10 percent of the * * * flocal govern- 
ment’s] budget for development work. 
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Another ambassador wrote: 


The cost of the present United States technical assistance program is less than 
2 percent of the total * * * [host country’s] 1954 appropriations for development 
activities. 

Elsewhere— 
the government’s expenditues on development now comprise a large share of total 
expenditures and are possible only with substantial deficit financing. Considering 
its resources, * * * [this country] is, in my view, making a maximum effort to 
help itself. 

In addition to financial contributions, a number of the ambassadors 
mentioned contributions in facilities and personnel, measures for fiscal 
stability, and economic planning as criteria of self-help. 

The satisfaction expressed above with the degree of self-help was in 
some instances qualified. In one country, which was described as 
“100 percent cooperative in the technical assistance program,” the 
government has— 


always been willing to budget whatever money is necessary, but the actual money 
has not always been available immediately after the budget has been approved. 


A similar observation was made at another post where— 


it has been difficult to secure the prompt payment of agreed to contributions on 
the part of the * * * [local] government. 

Although the local contribution of personnel was commented on 
favorably a number of times, there was criticism from two sources. 
One of these stated that— 


counterpart personnel to assist and ultimately to pick up entirely the adminis- 
tration of these programs has not been all that it ought to be. There is a lack of 


personnel for such functions but we all are aware of it and attempting to do 
everything possible toward that end. 


The other noted that— 


the * * * [local] government is deficient in providing help at the working level 
which the peasants require. 


He added: 


Our technicians should come into direct contact with the ultimate recipients of 
the assistance. 
B. Factors limiting self-help 

The limiting factors on the degree of self-help that could be exerted 
by recipient nations were noted. 

There are severe limitations on the degree of self-help and mutual assistance which 


* * * [this country] can contribute toward such a program, especially the appar- 
ent ceiling on finance and manpower— 


one ambassador wrote, and concluded that— 


unless economic development plans are very carefully balanced against * * * 
[this country’s] capabilities in terms of finance and * * * trained manpower, 
overextension of credit and failure to achieve objectives are apt to result, accom- 
panied by disillusionment. 


Another one stated: 


It is believed that the * * * government would have difficulty in maintaining 
the matching ratio * * * should it be decided to extend the program. 

From parts of the world where the program is relatively new or 
where highly unstable conditions prevail, the degree of self-help was 
reported as low. 





SUMMARY OF REPORTS ON TECHNICAL ASSISTANCE PROGRAMS 285 


Conditions are such that the type of self-help and mutual assistance available 
here is different from that in a more sophisticated social and economic structure— 


one ambassador observed at his post and the— 


policy is that no aid will be given unless it is matched by a standard of com- 
petence on the part of * * * recipients which will merit that aid. * * * This, in 


my concept, is a sufficient degree of self-help and mutual assistance in view of our 
strategic and political objectives * * *. 


Similar observations came from ambassadors to several newly inde- 


pendent nations whose independence was seriously threatened from 
the outside. 


On the other hand, self-help in a broader sense was considered some- 
what lacking also in older countries with long-established programs to 
which matching contributions otherwise were found satisfactory. 
For instance, one ambassador reported from such a post: 


The degree of self-help available is negligible * * *. Several projects that have 
been turned over to the government have been closed down because of. cost, 
maladministration, lack of adequate personnel after politicians have fired em- 
ployees unacceptable to the party in power, and for various related reasons. 
Because of this, * * * cabinet ministers have preferred that the programs remain 
under joint American control in order that the country not lose needed programs. 


Another ambassador made this observation at his post: 


In general * * * [this government’s] own or self-help activity has been satis- 
factory * * * with the exception of geology and mining * * * the only field in 
which * * * [it] might be of mutual assistance to the United States. It must be 
reported that * * * cooperation, which was more substantial, has now ceased 
and no * * * technicians are working with their American counterparts. More- 
over, * * * [these people] are making a poor showing generally in the educational 
and professional fields of geology and mining, as well as in the staffing of govern- 
ment agencies concerned with these matters. Finally there is no evidence that 
the * * * [local] government has established favorable conditions for the export 
of mineral products or the development of mining projects. 


One ambassador believed that— 


the field where the lack of self-help is most important * * * is that which I have 
called general resources management. 


C. Mutual assistance 


Only two instances of “mutual assistance’ were reported. The 
country in which he is stationed “is eager to make the technical 
assistance program a mutual one,” one ambassador reported. 


In a number of cases * * * [it] has sent experts to other countries and it offers 
training fellowships in some fields. 


From another post it was reported that— 


we get some mutual assistance from * * * [this country] chiefly in the field of 
raw materials of a strategic nature. 


The question of giving technical assistance to authoritarian coun- 
tries was raised by one ambassador who believed that— 


if FOA had never been conceived, it is unquestionable that * * * [this govern- 
ment] would be financially able to ‘employ, for the advancement and enlargement 

of * * * [this] country’s agriculture and industry, the same type and number of 
technicians that are now supplied by FOA, if * + * [it] were disposed to do so. 
Obviously, * * * fit] will not be so ‘disposed so long as such technical aid is pro- 
vided gratuitously by the United States. It is my feeling that the strange para- 
dox of our technical assistance program may not pertain to * * * [this country] 
only. 
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According to two ambassadors, the self-help and mutual assistance 
aspect should not be overstressed. One of these commented: 


* * * [This government] can pay for technical assistance and is doing so in 
large measure, but factors other than ability to pay must be considered. 


The other elaborated on this theme as follows: 


Whereas we should in general avoid becoming involved in merely doing some- 
body else’s work for them when they actually have the capacity to meet the 
responsibility in question, there sometimes arise cases where assistance is justified 
even though the country in question may have a considerable degree of self-help 
potential. One reason for assistance * * * is that certain types of activity in 
certain countries sometimes require an outside element for activation pur- 
poses * * * . Another reason in sometimes rendering assistance * * * is that 
we may wish for our own reasons to encourage certain types of activity in a foreign 
country, and we might in such circumstances elect to undertake a technical 
assistance program in a certain field despite the fact that the foreign country in 
question might be fully capable of handing the matter itself. 


VII. THE RELATIONSHIP BETWEEN TECHNICAL ASSISTANCE, ECONOMIC 
AID AND MILITARY ASSISTANCE 


The ambassadors reported a very close interrelationship between 
technical assistance and economic aid in areas where the United States 
operates both. The following quotations from their reports are illus- 
trative of this viewpoint: 


Technical assistance and economic aid are closely related and should be treated 
together in all phases of preparation and execution. 


Technical assistance is interwoven into all phases of the aid program here. 


[They] are not separate programs but interrelated functions of a single pro- 
gram * * *, Technical assistance would be ineffective without economic and 
commodity aid to permit development to progress and the consumer needs of the 
population to be met. Conversely, economic and commodity aid would also be 
ineffective in producing a permanent improvement, without a coordinated input 
of technical skills. 


There is a close relationship between technical assistance and the economic 
aid program, both in objectives and in operation * * *. The water-agriculture 
program illustrates the way in which economic aid and technical assistance are 
interrelated. The objective is to raise more food to replace imports and for 
export. This requires more irrigation. To attain this objective part of the 
economic aid funds are set aside to purchase steel for irrigation pipe. The 
counterpart * * * of other parts of the aid such as a purchase of wheat, is made 
available to finance the laying of the pipe and the expanding of the farms which 
additional water makes possible. Then technical assistance comes in to hel 
* * * improve its irrigation methods and to get the proper crops growing whic 
will reduce food imports or incfease exports. 


A. Importance of economic assistance 


Some of the ambassadors felt that the need for economic or develop- 
ment assistance overshadowed the need for technical assistance. 


Purely technical assistance is needed— 


one ambassador reported from his post— 


but it cannot be very effective unless combined with some economic aid which 
would permit it to be promoted and utilized. 


Another one felt that— 


[technical assistance] is only a marginal factor in the economy, though one 
which is playing a significant, pioneering role in cutting new paths for future 
development. * * * In essence, it can be said the United States technical assist- 
ance program provides the technical support required for the economic expansion 
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and improvement of essential public services fostered under other programs. 
The composition of the technical assistance program will vary as the composition 
and requirements of the other programs change. 


The importance of economic assistance was put this way by a third 
source: 


Neither can a ee program of technical assistance be carried out nor 
can the capital necessary for economic development of the country be attracted 
unless political stability can be assured here. * * * In view of this situation it 
is essential that a program of immediate economic assistance be undertaken 
to relieve economic stresses within the country and make it possible for * * * 
[it] to build on a sound economic and political foundation. In other words, it is 
pointless to plan the eventual rehabilitation of the patient unless action is also 
taken to make sure that he lives. 


Without such a substantial program [for economic development]— 


a different post found it— 
difficult to see how the country can be opened up and the economy stabilized. 


One ambassador summed up the interrelatedness of economic and 
technical assistance in these words: 

No wholly satisfactory 1S was is possible between technical cooperation 
and economic assistance. * * * While neither would be as successful without 
the other, either program could be carried on if the other were terminated. 

Two types of technical assistance programs were distinguished by 
an ambassador on the following basis: 

In certain countries and fields this program can operate successfully with limited 
funds for technical assistance in the strict sense. * * * On the other hand where 
the United States Government has large economic and military assistance pro- 
grams, technical assistance is sometimes urged upon the host government as a 


means of attaining economic objectives of other programs. * * * Thus, the 
technical assistance program has tended to develop in two directions. * * * 


B. Relation to military assistance 


In contrast to the intertwining of economic and technical assistance 
programs, the ambassadors perceived little or no connection between 
technical and military assistance programs. From the countries 
where the United States carries on programs only of technical and 
military aid, and not of economic aid, they described the relation- 
ship in the following words: “‘little direct liaison at working levels’; 
‘no close connection’; ‘no direct coordination of activities.”’ Nor 
did the ambassadors believe more formal coordination was necessary. 

“The weekly embassy staff meetings,’ reported one ambassador, 
“have proven entirely adequate to meet local needs.’’ Another one 
expressed his belief “that both the technical assistance programs and 
military assistance programs are proceeding satisfactorily under the 
present organization without the necessity of formal coordination.”’ 
Indeed, ‘this is a good thing,” remarked another ambassador, refer- 
ring to the absence of formal relationships between the technical and 
military assistance programs. 

Only one of the ambassadors believed that “the technical assistance 
and military aid programs are complementary.”” He reported that 
they “have been effectively coordinated via the country team.”’ 


C. Technical assistance and lending activities 


An effect of technical assistance observed by one ambassador was to 
“create a demand for capital investment.’’ Inasmuch as such invest- 
ment “‘in all probability will not be forthcoming from private sources 
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and may or may not be available from United States public funds,” 
this effect was of concern to him. 

The relationship of technical assistance to loans was discussed also 
by several ambassadors to countries not receiving economic aid which 
have to finance their economic development by government or private 
funds. Under this method of financing, one ambassador observed: 
the United States technical assistance programs do not tie in closely or specifically 
with the lending activity. * * * However, in the event specific assistance is 


required in connection with any United States financed loan projects, it would be 
feasible to provide it. 


According to another: 


no technical assistance on the part of FOA or on the part of any other United 
States agencies has in general been involved in the projects for which such loans 
have been made, although individual technicians employed by the * * * [local] 
organizations receiving the loans have in many cases been sent to the United 
States for technical training. 


It was the opinion of one ambassador that— 


Point 4 could play a more important role than it does in helping * * * countries 
in preparing sound loan requests to the Export-Import Bank and the International 
Bank for Reconstruction and Development and in helping these countries to im- 
plement the technical phases of loans after they have been granted. 


One ambassador from the same area felt that— 


one of the greatest hindrances to even better relationships between the United 
States and this country is the United States tariff in all its annual vagaries and 
a vicissitudes. 


:’ He felt it important, therefore, that the foreign aid program— 
be projected in the light of its relationships to our trade program. 


TORN, Oe ee 


VIII. THE EFFECTIVENESS OF THE ADMINISTRATION OF THE PROGRAM 
IN ADVANCING THE FOREIGN POLICY OF THE UNITED STATES 





f Most of the Americans reporting indicated their general approval 
of technical assistance as advancing the foreign policy of the United 
States. A number of them, however, pointed out particular troubles 
and made suggestions for changes. 

The following comments were submitted by individuals who found 
little difficulty with the program. 


tr The administration of the technical assistance program * * * [here] has been 
fr exceptionally effective in advancing the foreign policy of the United States * * * 
, [This program] has been so thoroughly identified as coming from the United 
States that it has certainly added greatly to the conviction of the * * * people 
that in a grave international crisis, their interests would be best served by soli- 
darity with the people of the United States. The eventual results of technical 
assistance are, of eouree extremely difficult to trace and measure specifically but 
I am confident that * * * these programs are making a very notable contribu- 
tion to the development of eventual economic and political stability, which should 
m reflected in important commercial and strategic advantages for the United 
tates. 


Unquestionably the technical assistance program has been highly effective in 
advancing United States foreign policy in [this country] * * *. ‘Had it not been 
for this program * * * there would have been grave danger that * * * could 
not have survived as an independent nation. 


As a member of the United Nations, * 4 * [this councry] has consistently 
iven moral and political support to the major foreign policy objectives of the 
nited States, and may be expected to continue to do so * * * I am convinced 
of the need for continued technical assistance to strengthen and accelerate the 
economic development of this country and to uphold the predominant position 
which the United States holds in this area * * * 
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* * * The provision of United States aid to * * * [this country] has been of 
critical importance in permitting this strategically and politically important 
nation to maintain and increase its strength in the free world. 

Those critical of some aspects of the program found it of “marginal 
significance” or “‘in itself * * * inadequate” for attaining our forei 

olicy objectives or shaping other nations’ attitudes toward the 

nited States. In making this point the difficulties of applying, 
as one put it, “normal standards of measurement were stressed.” 
The impact of technical assistance, one writer maintained, is condi- 
tioned by “the comparatively small magnitudes involved and * * * 
the controlling influence of din and more relevant factors.’”? Accord- 
ing to another, “‘in the last analysis it is the political leadership provided 
by the [recipient nations] themselves which will be decisive.” The 
program, he went on, “however, is helpful to those leaders * * * 
who wish to continue the democratic framework of government.”’ 
One ambassador considered the program “useful * * * in keepin 
* * * [this nation] oriented toward the West.’”’ Typical of sever 
other comments from so-called ‘‘neutral’’ nations is the following: 

For the long run, the technical assistance program * * * [here] is advancing 
the foreign policy of the United States admirably * * *. For the short run, 
the technical assistance program does not appear on the surface to be haying 


important success in advancing our foreign policy * * *. Meanwhile, the 
technical assistance program tends to make the * * * people less hostile. 


The effect of the cold war on the program was brought out by the 
same ambassador. He would be “very unhappy” if the places of 
American technicians “were taken by Russians or Chinese.” 

The role of technical assistance in United States foreign policy was 
viewed in the following light by one writer: 


I consider our immediate goal accomplished if we establish a recognition that 
American methods, particularly in these technical fields are the device and 
pattern for future * * * development * * *, I believe that within the narrow 
limits in which we now operate our technical assistance program is rendering an 
immeasurable contribution to our foreign policy * * *. 


A. Danger of overzealousness 


A tendency that alarmed several observers was overzealousness in 
connection with the operation of the program. 


It is a frequent and no doubt natural impulse oa the part of our experts 
to advocate grandiose programs in a variety of fields simply because the experts 
are carried away by their enthusiasm for their own specialty— 


one ambassador noted; and after citing examples remarked that— 


none of these projects had the slightest effect on the foreign policy of the United 
States. 


Another felt that— 


there has been a tendency not fully to examine all of the requests received for 
technical assistance. As a consequence they have embarked upon a number of 
peripheral projects which, though interesting in themselves, do not have a direct 
impact and, I feel, sometimes are not a faithful reflection of the wishes of the 
Congress. In part, however, these projects may be due to the evident desire of 
all or almost all, departments or agencies in Washington to participate in the 
program. Once their participation was established, it has remained fairly fixed 
and has become an integral part of long-range programs. 


Similarly, the situation at another post in the same area was 
described as follows: 


Sometimes, in their zeal for doing a good job, the FOA personnel forget about 
our foreign policy objectives and fail to realize that perhaps the host government 
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does not wish the types of assistance which is promoted * * *. It is perhaps 
this type of thing which caused the Foreign Minister to remark recently to one of 
my Officers that the regular program of FOA * * * [here] was one of primary 
interest to the Government of the United States rather than to * * * [the local 
government]. I would eschew grandiose schemes for reorganizing governments 
and reorienting the philosophy and customs of the local populations. 


One of the ambassadors felt that such situations may sometimes be 
traced to American personnel in the field. 


On the whole— 
he said— 


the present group of FOA experts and administrators are typical of the good 
average produced by the United States. They are attached to their work and 
in many cases are inspired by something akin to the missionary spirit. This may 
detract slightly from the objectivity of their judgments * * *. Nevertheless, 
this dedicated spirit means that they throw themselves into their jobs with 
enthusiasm. This spirit is one of the finest aspects of American life for foreigners 
to see. At times the attempt to remake the world may cause antagonism, but 
dedication cannot but evoke admiration. 


| B. Personnel problems 


Other personnel questions of various kinds were raised. Two 
: ambassadors reported that recruiting was slow due to the size, location, 
i isolation, or hardship nature of their posts. Another warned that— 
; care should be taken to assure that the host government either requests or accepts 
> fully proposals for the employment of American experts * * *. When such 
: experts are not so accepted * * * asituation arises where the presence of numbers 
es of American specialists can be suspect by the host government, wholly apart 
re from the adverse propaganda value * * *, 


,: Full acceptance of American aid and personnel was also considered 
important by another ambassador who described his area of assign- 
ment as “‘highly nationalistic’: 

is I would want to be sure that we do not force ourselves or our aid upon them. 
[ Particularly I think that we should begin in a year or two actually decreasing the 
. number of Americans here officially and I also feel that the program should be 
decentralized so far as personnel concentrated [in the capital] is concerned. We 
have begun a program of putting more and more of the American personnel out 
into various other parts of the country. 

Some of the criticisms involved the “living standards of technical 
assistance personnel in countries where ordinary American comforts 
look lavish,” and “overstaffing in elaborate offices.’ Too many 
visits of ‘consultants, inspectors, and supervisors” from Washington, 
was the complaint of another source: 

A few of these visitors make substantial contributions to the progress of the 
FOA program, but the rest of them are engaged in the operation known as “‘digging 
a hole and filling it up again’’ and, in so doing, they consume much time of the 
field technicians and the FOA office force. Moreover, their visits represent a 
duplication of effort with regard to the work already being done here. 

The importance of selecting personnel as to character, adaptability, 
ability, and personality was stressed by a number of the ambassadors. 


The frictions that arise from persons who are not well selected can neutralize 
the good effect of the program— 


one ambassador reported; and another one stated: 


* * * A factor which has sometimes tended to detract from the program has 
been the occasional American technician, who, though competent in his field, 
has lacked the gifts of personality and tact necessary to enable him to work 
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effectively with persons of a different nationality. This has, in some cases, led 
to open frictions and to the requests for withdrawal of the person in question * * *. 
One final personnel question raised was that of duration of assign- 


ment, If this is too long, one ambassador sensed a danger of 
technicians— 


becoming too identified with the local agency for which they work and being looked 


upon more as * * * [local] government employees than as United States 
technicians * * * 


C. Grass-root awareness of programs 


Another area where the program encountered difficulties, a number 
of overseas Americans observed, was in making itself felt at the 
“grass roots.”’ 

In fact— 


one stated— 


at present the masses as a whole are more or less untouched by the program, al- 
though various groups certainly have benefited and are benefiting. 


In another country, the public— 


seems quite unaware of the fact that the goal of FOA is to increase their standard 
of living and to promote the economic development of their country. There is 
no gainsaying the fact that there is a marked lack of understanding of, and 
appreciation for, our technical assistance program. 


A business group wrote— 


we deplore the lack of information on the part of the * * * public * * * and 
recommend discreet publicity to remedy this situation, with the conviction that 
a more friendly feeling toward the United States can be generated thereby. 


An ambassador who reported the same situation at his post believed 
it was— 


due to the newness of most of the projects, the fact that only a small proportion 
of the population has had direct contact with them, and the inherent difficulty 


of making the less literate majority aware of what the point 4 program actually 
is * * + 


D. Publicity problems 
In this connection several American residents abroad touched on 
technical assistance publicity within their countries. 


United States activities in the field of technical assistance have received favor- 
able but not extensive publicity— 


reported one. He further pointed out that— 


The nature of such program is essentially technical and experience has shown that 
it does not arouse great interest on the part of the * * * [local] press or the public. 


Another, however, believed that— 
the administration of the program has not * * * accomplished as much as it 
should have in acquainting * * * [the public] with the scope and importance to 


* * * [them] of United States assistance. * * * There has been inadequate 
recognition of the support the United States gives to * * * [this country]. 


He went on to report that this— 


situation is now being corrected and some public opinion media have recently, 
even though disagreeing with United States policy, urged moderation * * *. 


The difficulties in publicizing technical assistance activities were 
pointed up by two reports. 
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We have heard * * * that some * * * officials are “touchy” about publicity 
on the grounds that it would give too much credit to the Americans— 


one group stated. It added: 


We believe that if such a situation exists, it can be corrected. * * * Wetherefore 
respectfully suggest that serious consideration be given to more press and radio 
publicity for the program with due credit being given to American aid. 


The other group also stressed that— 


the question of publicizing the program is a touchy one and probably the answer 
as to whether it can be discreetly, yet adequately, effected will depend upon the 
personality and ability of a public relations officer in the United States Embassy 
here. 


The reasons for this ‘“‘touchiness’’ were described as follows by this 
group: 

In addition to the navionalistic feeling which exists, to a greater or lesser degree, 
in practically all spheres of * * * officialdom, many officials of the * * * Govy- 
ernment not only feel that they are entirely capable of doing a good job in their 
sphere of acuivity but many seem to be fearful that any acknowledgment that aid 
or advice is given them may be interpreted as a sign of weakness or lack of ability 
on their part. This attitude must not only be taken into account in connection 
with any program for publicizing the technical assistance program and its work— 
it is also responsible, to a great extent, for the failure on the part of the * * * 
Government to request assistance in specific projects in certain spheres of govern- 
mental activity. 


E. Relationship to other financial needs 


Once again, the causal relationship of technical assistance to 
private investment was pointed out by several of the ambassadors. 
One source pointed out: 

When American technicians conduct surveys, or study projects for private 
investment and economic development, the host government generally looks to us 


to bring about the private investment or to make the indicated loans through the 
Export-Import Bank— 


Another source suggested: 


Unless investment funds, either private or public are assured technical assist- 
ance by itself may lead to false hopes by underdeveloped countries. 

With this in mind, two ambassadors, from countries not receiving 
economic aid, suggested combining technical assistance with a sma 
economic aid grant. One of these pointed out that the limiting factor 
to economic development of his area was the lack of investment capital 
rather than the lack of technical competence and that, while as a rule 
he did not favor grant aid for development— 
it should be borne in mind that much needed * * * development can be financed 
only with difficulty by private capital, if at all, and that intergovernment loans 


are indicated if we are prepared to lay more emphasis on economic development 
assistance at this time. 


According to the other— 


if we offer only technical advice, we emphasize the arrogant aspect of our program 
whose message * * * is: “‘You are backward people and need our wise guidance.” 


F. Criteria for selecting projects 


The criteria for selecting projects concerned a number of ambassa- 
dors. It was observed: 


If the projects are carefully thought out and effectively administered, even 
though thev are relatively few, they serve a more useful purpose than if the 
projects are many and even a small proportion are ill conceived and badly 
administered. 
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Elsewhere— 


Careful tailoring to the requirements and a policy of doing first things first and 
not everything all at once— 


was advocated. The following detailed suggestions for “careful and 
wise selection” of the projects were made by one post: 


1. Technical assistance * * * should in general be restricted to projects in 
connection with which aid is needed and has been requested by government 
departments, government enterprises, government-sponsored associations or 
cooperative undertakings. 

2. The extension of technical assistance to industry abroad should be handled 
through direct business arrangements between individual foreign manufacturers 
and individual United States manufacturers, with our embassies aiding in bringing 
the respective manufacturers into contact. 

3. Our offers of technical assistance should be carefully confined to foreign 
countries requesting, needing, and welcoming our assistance and in those coun- 
tries to projects of a constructive nature contributing to the economy, health or 
general well-being of the country and its people. 

4. Our technical assistance program abroad should not conflict with or duplicate 
projects being undertaken by the United Nations and Organization of American 
States. 

5. In considering projects for possible technical assistance, consideration should 
be given to the essentiality of the project and also whether the project could be 
handled satisfactorily without United States Government aid. 


On the other hand, two ambassadors attacked the proposition that 
technical assistance be given only upon “‘request’”’ and demonstrated 
“need for help.” 

One pointed out that what governments request is not necessarily 
what they need, and that in some cases basic needs might not be fully 
realized by the governments concerned. 

The other ambassador could— 
conceive of situations where assistance extended could not even stand the test of 
relative need but where we would nevertheless decide that it should be extended 
in order to create a situation or atmosphere in the American interests. 

One group, which also concerned itself with the “request’’ require- 
ment because of the reluctance of the local government to make such 
requests for worthwhile projects, nevertheless— 


believed that it would probably be ill-advised to change the rules to the point 
where such requests would not be requisite. 


G. Cut-off date 
Several sources suggested that, to use the words of one— 


there should * * * be definite plans for a cut-off date and no impression created 
that the program is to continue indefinitely. 


Continuous support, according to another source— 


can Only lead to continuous dependence upon our government and there should 
be enough trained * * * [local employees] by now to handle the program on 
their own. [A cut-off date would * * *] also impress the * * * [local govern- 
ment] with the fact that eventually we will pull out of all activities and let them 
run the projects themselves. 
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FOREWORD 


Senate Resolution 214 (83d Cong., 2d sess.), which was adopted on 
July 6, 1954, directed a subcommittee of the Committee on Foreign 
Relations to make a ‘full and complete study of technical assistance 
and related programs.’”’ Among other matters, the resolution stipu- 
lated that attention should be given to “the extent to which the pro- 
grams have been able to utilize private agencies in achieving their 
purposes.” 

Two main lines of inquiry are suggested by the terms of reference 
under this resolution. First, how far and through what means have 
the agencies charged with administering technical assistance (the 
Technical Cooperation Administration, the Foreign Operations Ad- 
ministration, and its successor, the International Cooperation Admin- 
istration) utilized the facilities of private organizations in accomplish- 
ing the purposes which Congress had in view when it enacted legisla- 
tion on the subject? Second, in this implementation of the programs, 
has there been a sufficient compliance with the congressional directive 
that private participation be sought “to the greatest extent prac- 
ticable”; and, if not, what are the deficiencies and how may they be 
corrected? 

The present study, which was prepared by Alwyn V. Freeman of 
the Foreign Relations Committee staff, is designed to provide members 
of the subcommittee with a factual review of the experience of the 
various agencies which have administered the technical assistance 
program since 1950 in utilizing private organizations. 


Mike MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 
JANUARY 9, 1956, 
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GOVERNMENT UTILIZATION OF PRIVATE AGENCIES 
IN TECHNICAL ASSISTANCE 


Il. InrrRopucTION 


The role of private agencies, including private business, in technical 
assistance bears roughly the same relationship to the role of govern- 
ment as the part of an iceberg under the water bears to the part above 
the surface. Government technical assistance programs, like the to 
of the iceberg, are plainly visible and can be examined in minute detail. 
But, like the submerged portions of the iceberg, private technical 
assistance activities are difficult to measure or assess with accuracy 
or completeness. 

This private sector has so many components, so many different 
avenues of approach, with so many people doing the same things in 
different ways, that, although individual segments may be studied 
in complete detail, one can only guess at the totality, 

It is the purpose of this study to examine generally the degree to 
which the Government has been able to avail itself of the facilities of 
private agencies in its technical assistance programs, and the tech- 
niques which have been worked out to take advantage of such facilities. 

No attempt has been made to discuss, or even to list, all of the 
manifold ways in which private agencies, working independently of 
the Government, perform services of a technical assistance character.' 
The field is as vast and as complex as all of the foreign operations of 
American business, churches, educational institutions, philanthropic 
organizations, foundations, and the variety of other miscellaneous 
groups which have foreign interests. Certain broad categories of 
these private technical assistance activities may be noted, however. 

First, there are corporations which are actually engaged in large- 
scale development work in a particular foreign country. In these 
cases, the introduction of new techniques, the creation of new sources 
of supply, sanitation and preventive health measures, and the neces- 
sary training incident thereto may accompany the conduct of the 
primary operation. 

Second, there are many manufacturing concerns in the United 
States which sell complicated mechanical or electronic equipment to 
foreign buyers, who must be trained in the skills required to operate 
it. In these cases, the American companies may furnish technicians 
to install the machinery abroad and train we workers in its use; 
or else the foreign customer may send his own technicians to the 
United States to receive training. 

Third, there are the many nonprofit organizations with humani- 
tarian or religious purposes, supported principally by voluntary 

1 For a useful summary of such activities, together with an exposition of the operations of various volun- 


tary agencies (foundations, educational and religious institutions, and the like), see Survey of United States 
Private Technical Assistance, subcommittee print of House Foreign Affairs Committee, August 1, 1954. 
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contributions. This is the group of foundations and religious missions 
which have been active for more than a century in utublakion health 
centers, schools, and agricultural demonstration centers in many parts 
of the world. 

Finally, there is a growing number of private enterprises which are 
in the business of technical assistance or economic development per se. 
These firms offer for sale to foreign governments, or in some cases to 
foreign businesses, various types of advisory services. Their services 
may be of a basic, long-range character, such as comprehensive 
economic development plans or surveys of natural resources. Or 
they may be of a more limited, temporary nature, such as advice 
on improving customs administration. 

Information concerning specific private operations has been in- 
cluded in this study only so far as it may serve to illumimate the 

eneral problem of government implementation through private 
instrumentalities. 


Il. THe Roie or GOVERNMENT IN RELATION TO PRIVATE AGENCIES 


A. LEGISLATIVE BACKGROUND 


The utilization of private facilities was expressly contemplated in 
the legislation dealing with technical assistance prior to passage of 
the basic statute, the Act for International Development, in 1950. 
The Institute of Inter-American Affairs, for example, was empowered 
to— 
make and perform contracts with any individual, corporation, or other body of 


persons however designated, whether within or without the United States of 
America— 


and to— 


make advances and grants to any individual, corporation, or other body of 
persons, whether within or without the United States of America * * *? 


Similarly, the International Aviation Facilities Act authorized the 
Civil Aeronautics Administration to train foreign nationals within 
or outside the United States, through any United States public or 
private agency.* The United States Information and Educational 
Exchange Act of 1948,‘ which provided not only for an international 
information program but also for the interchange of knowledge and 
skills, directed the Secretary of State— 


to utilize, to the maximum extent practicable, the services and facilities of private 
agencies * * through contractual arrangements or otherwise. 


The act further specifically stated: 


It is the intent of Congress that the Secretary shall encourage participation in 
carrying out the purposes of this Act by the maximum number of different private 
agencies in each field consistent with the present or potential market for their 
services in each country. 


The legislative history of the Act for International Development 
further emphasizes the congressional intent that there be a maximum 
utilization of private agencies.. 

As introduced in the Senate, section 105 of the international devel- 
opment measure (S. 3304, 81st Cong.) would have authorized the 

2 Institute of Inter-American Affairs Act, sec. 3 (c) and (i) (Public Law 369, 80th Cong., approved August 
5, 1947, as amended by Public Law 283, 81st Cong., approved September 3, 1949). 


3 Public Law 647, 80th Cong., June 16, 1948. 
4 Public Law 402, 80th Cong., January 27, 1948. 
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President, in undertaking bilateral technical cooperation programs, 
“to utilize the services and facilities of private agencies and persons.” 
This power was accompanied by a direction in section 107 of the bill 
that ‘the participation of private agencies and persons shall be sought 
wherever practicable.” Duline the hearings on S. 3304 before the 
Committee on Foreign Relations, Secretary of State Acheson was 
asked why American private enterprise could not do the entire job for 
which the bill proposed Government action. Pointing out that many 
of the projects were not financially attractive to private enterprise, 
the Secretary said: 


What this has to do with is to aid governments in underdeveloped areas to 
furnish them with the technical skills which they can use to set up, for example, 
county agents in agriculture, people who make surveys and recommend weal 
kind of irrigation developments should be undertaken * * *. Now, it cannot 
be done by private business enterprise because it is not a business operation. To 
some extent * * * the great foundations like the Rockefeller Foundation are 
doing it but * * * their resources are limited. 


When Senator Lodge inquired why the administration could not work 
through the foundations which had shown excellent results in health, 
sanitation, and many other fields instead of creating a large govern- 
mental overhead, the following colloquy took place: 


Secretary AcHxrsoNn. This bill provides that you can, and my statement said 
that to the very largest extent possible the proposal is to do that. The President 
can make agreements and allocate funds to private foundations of that sort, and 
get them to agree to carry on this work in certain areas. 

Senator Lopez. Then you would not object, would you, to having the bill say 
that he shall do that to the maximum extent possible? 

Secretary Acumson. No, not the slightest bit. He is authorized to do it. In 
my statement, I said we hoped to do it to the greatest extent possible. 


The Secretary then added that the direction in section 107 of the 
bill to the effect that private agency participation shall be sought 
‘‘wherever practicable’ meant ‘‘to the greatest extent practicable.” ® 
Such became the ultimate wording of section 407 when the act was 
passed : 


In carrying out the programs authorized in section 405 of this title [bilateral 
technical-cooperation programs]— 

(a) The participation of private agencies and persons shall be sought to the 
greatest extent practicable. * * * 


With respect to this provision the Senate Foreign Relations Committee 
made the following comment in its report: 


The committee notes with approval the plans to make extensive use of the 
many private organizations which have engaged in supplying technical assistance 
to countries abroad for along time. Scores of business organizations, 98 colleges 
and universities throughout the country, and various private foundations have 
much to contribute both in personnel and experience.® 


In 1954, the Act for International Development was repealed by 
the Mutual Security Act of 1954, which is the statute controlling 
today. Section 413 (a) of that act provides in part: 


* * * it is declared to be the policy of the United States * * * to encourage the 
contribution of United States enterprise toward the economic strength of other 
free nations, through private trade and investment abroad, private participation 
in the programs carried out under this Act (including the use of private trade 
channels to the maximum extent practicable in carrying out such programs) * * * 

§ Act for International Development; hearings before the Senate Committee on Foreign Relations, March 


30, 1950, pp. 20-21. 
°S, Rept. 1371, pt. 2, 8lst Cong., Mar. 24, 1950, p. 4. 
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Section 413 (b) then lists a number of important implementing 
powers to be used by the President— 


in order to encourage and facilitate participation of private enterprise to the 
maximum extent practicable in achieving any of the purposes of this Act. 


B. METHODS OF IMPLEMENTATION 


There are three different, but not necessarily inconsistent, concep- 
tions of how private agencies can participate in the technical assistance 
program: 

1. The Government can simply contract projects out to private 
business firms, to universities, or to private agencies. The Govern- 
ment’s role is then limited to negotiation of contracts and to super- 
vision of contract performance. 

2. The Government can make grants to private philanthropic 
agencies, which are already in the field, to enable them to expand 
their work. In this respect, the Government acts as a kind of super 
foundation. 

3. The Government can seek to stimulate private business or 
private nonprofit agencies to perform, with their own funds, various 
work of an economic development or technical assistance character 
which the Government itself is inhibited from doing for reasons of 
policy (e. g., commercial development of mineral resources), foreign 
relations (e. g., local sensitivity to outside Government activities), 
or simply lack of funds. In these cases, the Government acts as a 
sort of catalyst, perhaps through the negotiation of commercial or 
tax treaties, perhaps through calling the attention of private business 
or philanthropy to foreign opportunities. 

In point of fact, the Government has used all of these methods, 
as well as some variants. 


Ill. ApMINISTRATIVE PoLIcIES AND PROCEDURES 


A. THE TECHNICAL COOPERATION ADMINISTRATION 


In the early years of the worldwide technical assistance program, 
the Technical Cooperation Administration emphasized measures to 
encourage the investment of private capital in underdeveloped 
countries. A circular airgram sent out to American diplomatic 
officers on October 23, 1952, stated: 


* * * the success of our point 4 efforts in underdeveloped countries depends in 
large measure upon increased investments of private capital from the United 
States, other capital exporting countries, and from local sources. There is agree- 
ment in the executive branch that a considerable part of our total effort in the 
point 4 program must be directed to this end * * *. 

The Congress has recently reemphasized its interest in efforts to make wider 
use of private enterprise in the foreign-assistance program, and DMS [Director 
for Mutual Security] has asked all agencies concerned to cooperate in an intensified 
program. TCA and the Department of Commerce will pool their resources to 
carry out a joint program * * *, 

In the field the missions, while working with the host government, local business 
groups, and individual businessmen, will be responsible for * * * developing 
specific information on opportunities for investment. * * * To carry out this 
program, it is suggested that all officials of the mission, including point 4 staffs, 
should be instructed to keep in mind constantly the desirability of encouraging 
private participation in developmental activities of all kinds. * * * 

Special consideration must be given to the encouragement of private capital 
to undertake economic development where feasible and to discourage the use of 
public funds, particularly United States public funds, in areas where private 
capital can possibly be induced to undertake the development. * * * 
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Consideration has also been given to the possibility of contracting with private 
United States firms of consulting engineers or industrial research development 
institutes to assist the host government in the identification and analysis of spe- 
cific investment opportunities * * *.7 

The directive also urged that opportunities for investment abroad 
be presented to private businessmen, both local and foreign, in the 
most specific terms possible. Thus, background information was to 
be assembled on a country basis so as to provide potential investors 
with data concerning the conditions under which private enterprise 
might be established. Such information would prove helpful, it was 
thought, in negotiating with the host country on a variety of matters 
susceptible of treatment in commercial and tax treaties and investment 
guaranty agreements. 


B. THE FOREIGN OPERATIONS ADMINISTRATION 


A policy guidance order issued by the Foreign Operations Adminis- 
tration August 16, 1954, dealt with detailed procedures to be followed 
by field offices in increasing cooperative relations between FOA and 
the nonprofit private organizations conducting technical assistance 
work overseas. The manual order expressly excludes United States 
colleges and commercial institutions. It provides in part: 

It is the policy of FOA to increase the participation of voluntary agercies in 
carrying out United States technical cooperation programs to the extent practic- 
able for FOA and desired by these agencies. FOA will accomplish this objective 
by strengthening its informal cooperative relationships with them and by making 
more extensive use of contractual arrangements between them and FOA * * *. 

FOA relationships with voluntary agencies may take the form of an increased 
use of their resources under contractual arrangements, or * * * a closer working 
relationship without entering into a formal contractual relation in the development 
and carrying out of related projects. * * * it is FOA policy to utilize voluntary 
agencies to an increasing extent in the implementation of those projects or seg- 
ments of projects for which their objectives, expericuce, resources, and status as 
private organizations particularly well qualify them. 

The order then suggests a number of ways for the field officers to 
coordinate and collaborate in the programs of FOA and the voluntary 
agencies, otherwise than through contractual agreements, such as 
becoming familiar with the programs of the nonprofit agencies; 
arranging for regular consultations with such agencies to exchange 
information on program activities, methods, and techniques; profiting 
by the experience of the voluntary agencies in relation to the customs, 
traditions, and aspirations of local peoples; encouraging active joint 
participation of the agencies in projects of mutual interest; sharing 
FOA technical equipment with the voluntary agencies for demon- 
stration ppmporess and exchanging technical knowledge between per- 
sonnel of both groups. These general, informational procedures are 
to be supplemented by efforts to probe for project opportunities and 
to ascertain whether the voluntary agencies — be willing to 
support potential projects which cannot be financed from FOA funds. 

Referring to potential FOA-host country projects which could 
utilize the voluntary agencies under contract, the order reaffirms 
that— 


it is FOA policy to utilize voluntary agencies as contractors to an increasing extent 
where this is of direct benefit to the United States technical cooperation program.® 


Concerning contractual relationships with a voluntary agency which 
has a religious affiliation, the manual order declares: 


’ For the text of the airgram, see appendix 1. 
§ The text of the manual order is reproduced in appendix 2 hereto 
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* * * [The] agency shall agree not to use the contract to further any proselytiz- 
ing undertakings * * *. Should FOA determine a voluntary agency’s personnel 
are directly engaged in proselytizing in the performance of a contract, such 
determination shall be cause for removal from overseas assignment of such 
personnel or the cancellation of the contract. 


C. THE VOLUNTARY FOREIGN AID DIVISION OF FOA 


FOA and its predecessor agencies had, of course, utilized the 
services of some voluntary agencies in the past to conduct specific 
projects abroad. This included such institutions as the American 
Friends Service Committee, the Near East Foundation and the 
International Voluntary Services. Through contracts with FOA, 
these agencies have cooperated with the Governments of India, Iran, 
and Iraq in community development, vocational training, rural 
improvement, and similar projects. 

But by 1954, according to FOA Director Harold E. Stassen, while 
the techniques used remain the same, an admitted change in emphasis 
had taken place: 

We have turned to greater use of both volunteer organizations and universities 
for a number of reasons. One is that we feel there is an immediate result which 


is desirable and there is a greater prospect that you have established something 
permanent that goes on even beyond these governmental programs.® 


Early in 1954 an FOA officer was made accountable for promoting 
private agency participation in foreign technical assistance, and a 
separate office was created in FOA charged with centralized responsi- 
bility for liaison with private voluntary organizations. In Decem- 
ber 1953, the International Development Advisory Board had 
recommended to Mr. Stassen that such an office be created through 
which private agencies should be informed about the need for bee 
action and about FOA activities and procedures to facilitate effective 
participation in projects. Appropriate action to this end having been 
taken, Mr. Stassen was able to observe, during a hearing on the 
Mutual Security Act of 1954: 

I think perhaps one of the important things we have done last year is to develop 
what might be called a series of concentric rings of coordination. * * * 

The third step was to coordinate with the various private foundations and 
charitable groups and voluntary groups of that kind. We have established an 
office for voluntary agencies in our organization which keeps constant liaison with 
them. We have er instructions in the field to coordinate. It is a two-way 
flow. It is not only a matter of the private corporations. Frequently, we learn 
much from their experience and they learn from what we have done. * * * 
Sometimes they come to us and say, ‘‘We are opening up villages in connection 
with our mining establishment. We are not able to establish water. How have 
you been able to do it?” 

Then our engineers help them. It is a flow of advice back and forth. * * * 

We also have encouraged the University of Chicago through a private founda- 
tion grant to do a survey of the place where technical assistance has been going 
on the longest and to do an analysis country by country of what is most effective, 
and what fails, because we have failures, too, in the things we do.” 


The newly created office is known as the Voluntary Foreign Aid 
Division of the Office of Refugees, Migration, and Voluntary Assist- 
ance. It was intended to develop and strengthen the relations of 
FOA with voluntary agencies through me coordinated action 
between the field missions and Washington. It acts as the central 
liaison office for assistance to voluntary agencies interested in de- 
veloping cooperative and contractual relations between themselves 


* The Mutual Security Act of 1954, hearings before the House Committee on Foreign Affairs, April 5- 
June &, 1054, 83d Cong., 2d sess., p. 353 


Pp. , 
* Hearings before the Senate Foreign Relations Committee, Mutual Security Act, 1954, pp. 357-348. 
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and the Government. Intelligence obtained by the area officers keeps 
FOA advised concerning pending private voluntary agency projects 
and enables the missions to make their facilities and experts available 
for such projects. Mission technicians have been instructed to assist 
small private groups, which could then fan out and spread knowledge 
to their own people. The central office looks for opportunities for 
FOA to collaborate with the voluntary charitable, humanitarian, and 
religious agencies either informally or on a contract basis. 

Separate from this function is that of the Advisory Committee on 
Voluntary Foreign Aid. It maintains a central roster of approved volun- 
tary agencies engaged in relief activities together with data on their 
objectives, resources, and programs. Secretarial and administrative 
services for the committee, which meets only once a year or so, are 
performed by the Voluntary Foreign Aid Division referred to above. 
As already indicated, the latter office has the specific task of main- 
taining contact with private voluntary agencies engaged in technical 
assistance. These agencies are thereby in a position to exchange 
information with FOA so that when they apply to the Government to 
initiate a program, the Voluntary Foreign Aid Division can steer 
them to the proper office. The Office of Industrial Affairs likewise 
maintains an informal file of American firms willing and able to per- 
form technical assistance overseas; but compilation of an indexed, 
rated register has not yet been completed. 

In addition to maintaining contacts with voluntary agencies 
interested in technical cooperation programs, the Voluntary 
Foreign Aid Division of FOA has consulted with representatives of 
those agencies in framing a new questionnaire to be sent out to organi- 
zations desirous of cooperating with FOA in technical assistance pro- 
grams. Certificates of cooperation have been issued to voluntary 
agencies showing exceptional interest in participating in the technical 
cooperation program. 


D. THE CONTACT CLEARING HOUSE SERVICE 


Not to be confused with the foregoing media for liaison and infor- 
mation is the Contact Clearing House Service of the Office of Small 
Business. Originally avakaaa for in legislation authorizing the 
European recovery program, this office was intended to ensure that 
American small businesses obtain a fair share of foreign aid expendi- 
tures. Its primary function was to see to it that opportunities to 
bid were widely publicized among United States businessmen. In 
the process, the Small Business Office developed extensive contacts 
through chambers of commerce and collected information regarding 
American companies engaged in various kinds of production. These 
contacts have made it possible for word to be sent all over the world 
concerning demands for capital needed for particular purposes in 
specific areas. I]t was therefore decided to make use of the mechanism 
as a contact clearinghouse, the local office in each country serving as 
the headquarters for information desired by any individual that might 
request it. 

his service, which is free, assists in establishing direct communica- 
tion between American and foreign businessmen interested in joint 
ventures through investment or licensing arrangements. FOA (now 
ICA) merely makes the contact, then withdraws, It does not investi- 
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gate the activities of private businessmen, nor participate in any 
negotiation. - The network extends to more than 7,000 industry asso- 
ciations, chambers of commerce, banks, and other organizations in 
the United States and abroad. As of March 1955, United States 
and foreign field counselors had gathered and disseminated nearly 
2,500 specific investment proposals." 


E. SPECIAL RESERVE FUND 


Finally, mention should be made of a special reserve contingency 
fund of $1 million which was set aside at Mr. Stassen’s suggestion to 
further FOA policy in stimulating United States technical cooperation 
policies. ‘This fund was over and beyond the program funds, not as a 
limitation on the use of voluntary agencies, but rather to encourage 
unusual and experimental projects involving those agencies. It was 
anticipated that many of the proposals to be financed from the fund 
would be integrated into the country program, and thereafter financed 
from regular funds whenever they continued into subsequent fiscal 
years. The controlling assumption was that if such a fund was estab- 
lished during each succeeding fiscal year, starting with fiscal 1956, 
a much wider participation of voluntary agencies in the technical 
cooperation programs would be assured; but the fund was not con- 
tinued in fiscal 1956. The accompanying table illustrates the manner 
in which project proposals for reserve fund financing were to have 
been handled. 


Project proposals for reserve fund financing 

















ie : Amount 
Country and agency Project proposal requested Approved 
United States: American Council, New | Cooperative Rockefeller En- $32, 000 | acthdd Shiites 
York. dowment Fund and Volun- 
tary Foreign Aid Division. 
Iran: Near East Foundation !__.-.....---.- | Pilot community develop- B00, OOO bivns sks. oui es 
ment. 
nanan: Near East Foundation !_._-__- | Youth agrarian centers_-_------ PRONE Fesiedwstec neon 
rag: 
International Voluntary Services }__---- Self-help housing...--......--- iy  } ee 
Dpaenden spoilage t,o ii. cle Business and commerce-..---.- 110, 000 $110, 000 
Women’s Temperance Welfare !____-_-- Industrial sewing-_.....-.---- i 
Israel: International ORT !_____..-.__------ Vocational training centers_-_-_|30, 000-60, 000 |-........_.-_- 
Jordan: Near East Foundation !________-.-- Pilot Community develop- 250, 000 125, 000 
ment. 
Egypt: 
Social service agencies_._............-..- Social service assistance ___..-- ae 
Women’s Health Association--_..------ Vocational training__....------ SE GO0 liste lliéde 
Uniwersity:cf Gato... ...<.) -..5.--..5-- Educational project._......--- CRON hon ws cei rire 
Paraguay: Mennonite Central Committee— | Pilot road project__.-.-.-.---- SU OG 166 steKcsciecpe 
Paraguay. 
pda. Boy Scouts of America___..........-- Village youth leadership .----- Se WON tisce os e2 ces se 
Korea: 
National Catholic Welfare Conference 2.| Vocational trade school__._---- Ne ds 
Union Christian Service Centers 2_____-- Rural training, rural leaders-_.. Se Vo eee 
pO" SEE Og a ee Tea ee weerevenal os os 30/000 15. sc0eteasss f 
Indonesia: 
University of Indonesia 3________.___-__- Economic and business school 200} G00 45 Seal 52. 
Mennonite Central Committee.-....-..| Agriculture mechanization A Po petinesncncees 
project. 
Portes ABA Lo Clinical pathology -....------- BS, B00 Fi ie -345 4s Lasse 
Total of project proposals submitted __}_.._...___- cee steLanswellion S700, Sib teil ib ok 
“ eee requested by Korea Gneligh- | ojos seceede-sssecswscctccsicgece = 235, 000 [ob nccck ance 
e.) 2 
SE sr ae ed et os ee 1, 558, 244 235, 100 








! Project proposal spiaiatnie have been submitted for these project approvals. 
2 Less amounts requested by Korea (ineligible; Korean assistance funded from other aperoneiatiens) 
* Estimated amount for first year’s operation. Three year contract estimated at $650,000 








UFOA press release No. 331, March 24, 1955. 
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IV. ContTRAcTING OPERATIONS OF TCA anp FOA 


The history of the technical-assistance program is marked by 
increasing use of private contracts with both business and nonbusiness 
groups. 

In fiscal 1951, the first year of the program, the Technical Co- 
operation Administration let contracts totaling $3,740,542. By 
January 1, 1952, this figure had increased to $7,079,901; and by 
March 1, 1953, it had grown to $19,521,533. 


Private technical assistance contracts 
June 5, 1950—Jan. 1, 1952: 


OCds PEEV Ge GHIA Lc ea. le nh hn chase $7, 079, 901 
Business (06 mereems) Li ook otal sndiuiscsdascbewieasi 3, 994, 808 


a el 3, 085, 093 


OOEE o's wHOLRUAUOO TOs. LU2OOLL GIL SIU UU oe 12, 441, 632 


TOI TT I i ial A Ete geld at ollie 7, 174, 428 
a i i ee ie ae lee 5, 267, 204 

In 1953, administration of technical assistance and other foreign 
economic-aid programs was consolidated in the Foreign Operations 
Administration and consequently, subsequent to that date, it is 
difficult to segregate pure technical assistance from other foreign- 
aid contracts. 

As of April 1954, technical service contracts totaling $27,187,000 
were in force, but approximately $3 million of this'amount pertained 
to the escapee program. It appears, therefore, that the technical 
assistance program involved approximately $24 million. 

By March 1955, FOA had $98,198,066 contracts in force and about 
$45 million more under negotiation. A glance at the list of these 
contracts (see appendix 3s) reveals that between one-third and one- 
half of this dollar total is for projects which are more nearly economic 
than technical in nature. Some contracts combine both forms of aid. 

Of the $98 million in contracts of all kinds in force in March 1955, 
$55 million were with private business firms (122 contracts), $2 
million were with voluntary agencies (15 contracts), and $41 million 
were with educational institutions (61 contracts). These last two 
categories (see appendixes 4 and 5 for details) have a much higher 
component of pure technical assistance than do the private business 
contracts. They deal with such matters as agriculture, housing, 
business administration, education, industrial development, sanita- 
tion, and public health. 

A glance at the subject matter of the contracts with private business 
organizations listed in appendix 3B reveals much concerning the kind 
of technical assistance work which these companies have been engaged 
to do. Often these contracts will relate merely to some kind of 
services or maintenance of machinery. For example, in Pakistan 
many small foundries made castings of gears or parts for farm equip- 
ment. Frequently it developed that farm machinery purchased in 
the United States or elsewhere lacked replacement parts and became 
unusable. The local foundries encountered considerable difficulty in 
supplying repair parts, in view of the necessity for standardization. 
Under a contract with the Armour Research Foundation, technicians 
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were sent to Pakistan to show the local manufacturers how they could 
standardize their work to produce uniform units. Similarly, in India 
technical people have been sent out to train local personnel to main- 
tein and repair tractors which were idled for lack of repairs. Train- 
ing schools were set up for that purpose. In Indonesia, the J. G. 
White Co. was engaged for general industrial advisory and technical 
work. Other projects involving such a wide range of service as aerial 
mapping, well drilling, dam service, marketing surveys, coal explora- 
tion, and power development are indicated in the table. 


V. Tue University Contract PRoGRAM 
A. NATURE AND SCOPE OF THE PROGRAM 


Under the leadership of the late Dr. Henry G. Bennett, the first 
administrator of the technical cooperation program, a plan was de- 
veloped to establish cooperative relationships between American land- 
grant colleges and similar institutions in other countries. The model 
selected was Oklahoma Agricultural and Mechanical College and a 
newly created college in Ethiopia, whose Government had agreed to 
match funds with the United States. In Ethiopia the challenge to 
be met was increasing food production and improving storage and 
distribution facilities, for lack of which large quantities of beef were 
regulaily permitted to rot. 

Similar arrangements were to be entered into with colleges in other 
countries with the object of producing increased reserves of specialized 
knowledge in central places through systematized exchanges between 
students and faculties. The goal was to concentrate more of the 
technical knowledge of a country in one college where it might be put 
to better use than if it were scattered among hundreds of isolated 
technicians. It was hoped, also, that a basis of technical cooperation 
would be created that would endure beyond the temporary con- 
tractual relationship for a specific project. Such was the background 
of the contract program, which began in 1952 with the signing of a 
4-year contract under which Oklahoma A. and M. College undertook 
to establish an agricultural and mechanical college in Ethiopia. 

By mid-1955, 62 contracts with 44 American colleges and univer- 
sities had been concluded for a variety of different services in various 
areas. Usually, the contracts are between an American and a foreign 
university and are underwritten by ICA. The wide range and 
variety of the subjects dealt with can be discerned from the summary 
which appears in appendix 5. While details concerning these many 
projects need not be developed here, some typical illustrations may 
be referred to. 

For more than 2 years, Cornell University has been working closely 
with the College of Agriculture of the University of the Philippines, 
whose facilities were almost completely destroyed during World War II. 
The Cornell team’s main responsibility is to help train a teaching 
staff, and to develop a central agricultural experiment station for the 
Philippine Islands; but it has also been helping generally with rehabili- 
tation of the Philippine institution. Local costs are defrayed by the 
Philippine Government, while ICA meets dollar costs on items pur- 
chased in the United States. At the same time that this has been 
going on, the University of Michigan, under a contract entered into 
in June 1952, has been helping to establish an Institution of Public 
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Administration to provide training for civil employees of the Manila 
government. 

In Pakistan, Washington State College, Colorado A. and M. 
College, and the Whartor School of Finance of the University of 
Pennsylvania are linked, respectively, with the Universities of 
Punjab, Peshawar, and Karachi; while Texas A. and M. College is 
cooperating with the University of Dacca. The Punjab and Dacca 
contracts were signed on June 24, 1954, for a period of 3 years. 
Faculty members from the American institutions help to adapt courses 
to the needs of Pakistan and advise on improved teaching methods. 
Technical knowledge is being exchanged in agriculture, engineering, 
home economics, and business administration. 

In India, the University of Illinois has contracts with the Allahabad 
Agricultural Institute and the Indian Institute of Technology at 
Kharagpur. These provide for assistance in agriculture and engi- 
neering. A third contract in force in India is between the University 
of Wisconsin and Bengal Engineering College at Sibpur and other 
schools. It provides for training in engineering and education. 

Since 1951, the University of Arkansas has been cooperating with 
the Panama Ministry of Agriculture and the National Institute of 
Agriculture of Panama, to develop a long-range plan for nationwide 
improvements in agriculture. Farm marketing studies have been 
made, and specialists have been detailed to individual projects, which 
involve experiments in obtaining greater yields of food, improving 
irrigation, and adapting the use of farm machines to local needs. 

In January 1955, the University of Florida undertook to strengthen 
agricultural research and extension in Costa Rica. Research training 
is to be given in the major plant and animal fields; and the university 
will provide for certain laboratory research studies in the United 
States for which Costa Rica does not have adequate facilities. 
Under the contract, 9 university technicians and 4 short-term special- 
ists will be sent to aid Costa Rica during the 3-year period. 

A similar contract for cooperation between the University of 
California and National Taiwan University on Formosa has been in 
effect since the fall of 1954. Under this arrangement, California is 
furnishing 5 professional and technical persons and over the period of 
3 years, 18 faculty members and graduate students of the Formosan 
institution will study at Berkeley. 

The university contracts have been increasing at an accelerating 
rate. Whereas for fiscal 1954 such contracts comprised about 7 per- 
cent of all contracting with private agencies, currently they constitute 
about 14 percent of the total. 

A number of marked advantages have been claimed for this ap- 
proach to technical assistance. It encourages the initiation of what 
is often a lasting relationship between the American and foreign 
university. This kind of an association does not carry with it some 
of the political overtones of direct government aid, and is less sus- 
ceptible to suspicions of foreign intentions. Since there is no basis 
for propaganda as to outside ‘‘exploitation,’”’ it is, to a degree, less 
vulnerable on this score than private business projects. Moreover, 
because 3-year contracts are authorized, the universities can ordi- 
narily establish their own normal programing period. 

ICA does not attempt to pass upon the qualifications of the pro- 
fessors sent out by the American university. It is the direct respon- 
72888—57——21 
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sibility of the two universities to determine the job to be done, the 
classes of people to be exchanged, and the development of a long- 
range concept for their relationship. 

The use of university contracts also permits ICA to tap considerable 
resources of technical and professional talent which would not other- 
wise be available to it. Many university professors, who would 
not be willing to leave their present positions to work for ICA, are 
perfectly agreeable, or even eager, to go abroad under a university 
contract for 2 or 3 years. In this way, their status in their home 
institution is protected. 

Finally, but by no means least important, the university contracts 
contribute to developing the kind of institutional underpinning which 
is necessary to the growth of free societies. 

On the other hand, some disadvantages have been noted of in- 
creasing reliance on university contracts. Administrative and policy 
control of the Government is one degree further removed. Even 
though the contracts are normally for a 3-year period, American 
faculty members sometimes do not remain at a foreign institution long 
enough for their innovations to take root and to stick after the Ameri- 
cans have returned to the United States. The contracts offer an 
easy way out of the Government’s personnel recruiting problems, but 
some of the universities themselves are having increasing difficulty 
in meeting the personnel requirements of their contracts. 


B. CONTRACTUAL CONTROLS IN THE UNIVERSITY PROGRAM 


It will be seen from an inspection of the standard contract form, 
particularly articles I-III (appendix 7), that the instrument imposes 
certain obligations upon the contracting college. Among other things, 
the contractor must submit to the college of the host country semi- 
annual progress reports, commencing 6 months after the arrival of the 
first staff member, and a final report when the project is completed 
(art. II). The contractor must also permit the host college to inspect 
the work performed. 

Article V accords to FOA (now ICA), in connection with the con- 
tract, a number of rights spelled out in the “letter of commitment/guar- 
anty’’ which is reproduced in appendix 8 after the standard form. 
The contractor (i. e., the United States college) confers upon FOA the 
same rights and authority as are granted to the host college, with 
respect to approval of work plans, personnel, reports, assignment, 
inspection, and reimbursement for work performed, just as fully as if 
FOA were party to the contract; and agrees to terminate the employ- 
ment of any individual under the contract if, in FOA’s opinion, such 
termination is required for security reasons. Furthermore, the con- 
tractor agrees not only to require personnel working under the contract 
to receive orientation by FOA if requested, but also to carry out opera- 
tions in the host country under the general direction of the director of 
the United States mission in that country on matters pertaining to the 
scope and nature of the project, coordination of the contractor’s 
operations with other cosine assistance activities conducted in the 
area, and kindred matters. 

Finally, FOA reserves the right to terminate its obligation to make 
any payments under the contract upon giving 90 days’ written 
notice. 
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VI. GovERNMENT—PRIVATE AGENCY COOPERATION 
A. PRIVATE ENTERPRISE 


In addition to contracts with private organizations, ICA and its 
predecessor agencies have worked out a series of more informal 
relationships with business and philanthropic groups having foreign 
interests. 

An example of government-business cooperation is the Saudi Arabian 
water-well project which was carried on jointly by TCA-FOA and the 
Arabian American OilCompany. Originally begun under Department 
of State auspices in 1950 on the suggestion of the Saudi Arabian 
Government, the project continued into 1954 under TCA and FOA. 
It contemplated a survey of water sources as well as mineral deposits. 
For that purpose FOA obtained an expert from the Geological Survey 
Division of the Department of the Interior. This expert, who was 
later commended by the Saudi Arabian Government, worked closely 
with Aramco’s office in Jidda. Funds furnished by the Department 
of State had made aerial photography and mapping of the unexplored 
areas possible. In collaboration with Aramco, which helped with 
equipment, all possible sources of water were investigated, and test 
drilling finally produced what is now the principal supply for the city 
of Riyadh. Other sources were found in areas where all previous 
evidence refuted its existence. As a result, water supplies became 
available for nearly all the more important inhabited places from 
Agaba to the Yemen border along the eastern shore of the Red Sea. 
This completely transformed the possibilities for development in 


western Arabia which formerly subsisted on the barest of quantities 
derived from distillation, rainfall, and camel caravans. 


B. THE ‘“‘PEOPLE-TO-PEOPLE”’ APPROACH: INTERNATIONAL VOLUNTARY 
SERVICES, INC. 


An interesting private organizational device which has been enlisted 
for work in close conjunction with ICA purposes has been the people- 
to-people approach exemplified by the activity of International Vol- 
untary Services, Inc. IVS grew out of the desire of private individuals 
to support the technical assistance program. It is a nonsectarian, 
corporate enterprise organized in 1953 pursuant to an earlier sugges- 
tion made by the International Development Advisory Board, and 
it provides a means for aligning government effort with the experience 
and altruistic purpose of private voluntary agencies. ‘The moving con- 
cept of International Voluntary Services is that of local community-to- 
community assistance. It stresses volunteer foreign service at the 
village level, with nondenominational sponsorship, and cooperation 
with government technical assistance activities. Volunteer workers 
in foreign village projects receive a nominal payment of $60 a month 
plus costs for tools, transportation, and living expenses. In theory, the 
young people who are attracted by this type of assignment make up in 
enthusiasm and adaptability what they lack in technical expertise. 
They provide a source of personnel which can be more easily utilized 
by private agencies than by the Government. The service groups or 
teams may work either independently or under contract with ICA. 

While it is not many months out of what may be pene as its 
experimental stage, this approach has met with approval in the areas 
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where it has been tried. Several projects merit notice. One involves 
an IVS team in Iraq, which includes specialists in health, agriculture, 
housing, home economics, and sanitation. Acting pursuant to a 
contract with ICA, the main group of American workers serves a 
district which includes 185 villages in the area adjacent to Turkey, 
Iran, and Syria. Another team of young agriculturalists, financed by 
a Columbus, Ohio, chapter of World Neighbors, Inc., has been working 
in a group of villages about 25 miles from Assiut, Egypt. FOA 
assisted in bringing together funds from the Ford Foundation and 
voluntary workers from International Voluntary Services, Inc. 

A privately financed project in Jericho, Jordan, is assisting the 
Arab people in establishing a commercial poultry industry. The 
financing of this particular instance of “people-to-people” private 
implementation of ICA purposes constitutes a variant from the famil- 
iar type of government disbursement. A call for donation of 5,000 
chicks and eggs from poultry producers in Broadway, Va., was oversub- 
scribed within a few hours. Personnel, materials, and equipment were 
found during the course of a weekend. The Arabian American Oil Co. 
immediately offered to contribute transportation costs for freight and 
personnel. An Arab leader (Musa Bey Alami) visited the American 
poultry producers and expressed himself as favorably impressed with 
the Americans’ desire to help. 

The Jordan poultry project is supplying a growing share of the 
poultry supplies in Saudi Arabian oil production centers, and plans for 
further Middle Eastern poultry expansion are being made. It is hoped 
to use this new industry as a basis for village improvement programs, 
including better schools, better health and sanitation, improved hous- 
ing, and more productive farms. 


C. THE NEAR EAST FOUNDATION 


In some instances the United States Government and private 
philanthropic foundations have contributed to a common grantee, to 
achieve a common objective. One interesting example of this is the 
Veramin Plains project of the Near East Foundation in Iran. 

This project was begun by the Near East Foundation in 1946 as 
a kind of experimental and demonstration center for rural improve- 
ment in the broad fields of agriculture, health and sanitation, and 
education. The project is still operated and partly financed by the 
Near East Foundation, but financing now comes from three other 
sources as well: the United States Government, through a contract 
between ICA and NEF; the Ford Foundation, through grants to the 
{ranian Government which in turn contributes the grants to NEF; 
and the Iranian Government which makes additional contributions 
from its own funds. 

Near East Foundation project officials have stated that they 
entered into the ICA contract with misgivings that the foundation 
might lose its identity as a philanthropic organization but that these 
misgivings turned out to be unjustified. One advantage of the 
contractual arrangement, as seen by these officials, is that if an 
experiment did not work, its failure was no reflection on the United 
States; whereas if it did work, it could be picked up and used elsewhere 
by both the United States and the Iranian Governments. 
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D. THE INTERNATIONAL DEVELOPMENT ADVISORY BOARD 


The International Development Advisory Board, an advisory arm of 
TCA, FOA, and ICA, has been instrumental in stimulating the 
participation of private agencies in the foreign technical assistance 
program. As already noted, the efforts of the Board were responsible 
among other things, for the creation of International Voluntary 
Services, Inc., a privately sponsored and supported organization which 
provides working teams of technicians for special projects in foreign 
countries. IVS cooperates closely with ICA and other private 
organizations. 

The Board’s efforts to stimulate greater investment of private 
United States capital in the less developed countries has been based 
on the belief that technical and industrial training provided by 
American firms operating in these countries is an important adjunct 
of the Government’s technical assistance program. It has, among 
other things, joined in sponsoring international investment conferences 
to bring together businessmen from the United States and foreign 
countries. 

VII. Concitupine OBSERVATIONS 


The record discloses increasing utilization of private organizations 
by the various agencies which have administered the technical as- 
sistance program since 1950. This trend is particularly apparent 
in the growth of contracting operations, but it is discernible also in 
the growth of cooperative relationships between Government and 


private agencies. 

The use of contracts, as has been pointed out earlier in this study, 
has both advantages and disadvantages. Perhaps the major ad- 
vantage is that it permits the Government to tap resources of tech- 
nical and professional expertness which would otherwise remain 
unavailable. The major disadvantages are that it is perhaps more 
costly and it diminishes to some degree Government control of the 
project (although in some countries and on some projects, govern- 
ment disassociation from the work may be an important advantage). 

What is more difficult to measure is the role of private business in 
its day-to-day foreign operations. Here we have a kind of reciprocal 
cause-and-effect relationship. One of the objects of technical assist- 
ance is to induce economic development through the spread of technical 
skills and knowledge. The introduction of fertilizer in Peru through 
the technical assistance program, for example, led to the investment 
of private capital in Peruvian fertilizer plants. On the other hand, 
to take a reverse example from the same country, the investment of 
private capital in mining enterprises in Peru has led to the diffusion 
of mechanical and other technical skills. 

Technical assistance thus not only contributes to creating conditions 
attractive to private investment; it is also a byproduct of private 
investment. 

In an appearance before the Subcommittee on Foreign Economic 
Policy of the House Committee on Foreign Affairs, Mr. Eric Johnston 
observed: 

The natural resources of those areas, in my opinion, can be better developed by 


rivate funds. Private capital carries with it its own technicians. They stay 
onger, and have a greater incentive to produce. There are many reasons why it 
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is preferable. I think we should encourage more private capital to go into these 
areas for industrialization and thereby promote trade, and that, of course, means 
less aid.” 

Technical assistance, strictly defined, may encourage private in- 
vestment indirectly over a long period through raising the general 
level of skills of a country or directly in a shorter time through specific 
projects—as, for example, elimination of rinderpest which would 
make a meatpacking industry feasible in Ethiopia, or elimination 
of malaria which would make lumbering feasible in Brazil. 

The broader question of encouraging private foreign investment, 
however, involves a multitude of policies of both the United States 
and foreign governments as well as of such international agencies 
as the International Bank for Reconstruction and Development. 
These policies are beyond the scope of this study. 


12 The Mutual Security Act and Overseas Private Investment, preliminary report, House Committee on 
Foreign Affairs, June 3, 1953, p. 51. 





APPENDIXES 


APPENDIX 1 
TECHNICAL COOPERATION ADMINISTRATION 


Circular Airgram, October 23, 1952 


To Certain American Diplomatic Officers: 


1. It has become increasingly clear that the success of our point 4 efforts in 
underdeveloped countries depends in large measure upon increased investments 
of private capital from the United States, other capital exporting countries, and 
from local sources. There is agreement in the executive branch that a considerable 
part of our total effort in the point 4 program must be directed to this end. The 
investment of private funds from capital exporting countries, particularly from 
the United States, has the added advantage in most cases of providing managerial 
and technical know-how to industrial development and will favorably affect the 
world dollar situation. 

The Congress has recently reemphasized its interest in efforts to make wider 
use of private enterprise in the foreign assistance program, and DMS [Director 
for Mutual Security] has asked all agencies concerned to cooperate in an intensi- 
fied program. TCA and the Department of Commerce will pool their resources 
to carry out a joint program. 

This circular airgram should of course be read in the light of activities already 
underway in your area, as well as in the light of local political conditions. 

2. It is agreed that in the beginning this intensified program will consist, in 
the main, of the following three principal parts: 

(a) The encouragement of conditions favorable to private investment, 
both local and foreign. 

(b) The identification of specific opportunities for investment and location 
of interested investors. 

(c) The assembly and dissemination of country background information 
necessary to foreign investors. 

The various phases of the program must of course be integrated, and the 
closest collaboration will be required among the missions, including the point 4 
staff, the Department of State, including TCA/W, and the Department of Com- 
merce, and its field offices. 

Opportunities for investment abroad must be presented to private business- 
men, both local and foreign, in the most specific terms possible. The assembly 
of background information on a country-by-country basis will provide potential 
United States investors with competent and reliable data as to the conditions 
and circumstances under which a private enterprise can be established and con- 
ducted. This information is also useful in efforts to develop a more favorable 
atmosphere for private enterprise, and will help in negotiations with the host 
country on specific restrictions which adversely affect the investment of domestic 
and foreign private capital, and in negotiation of international agreements, such 
as treaties of friendship, commerce, and development, investment guaranty 
agreements, and tax treaties. 

3. In the field the mission, working with the host government, local business 
groups, and individual businessmen, will be responsible for identifying and 
developing specific information on opportunities for investment, assisting in 
supplying background information, and in carrying out negotiations with the 
host government in an attempt to make the investment climate more attractive. 
To carry out this program, it is suggested that all officials of the mission, includ- 
ing point 4 staffs, should be instructed to keep in mind constantly the desirability 
of encouraging private participation in developmental activities of all kinds. 

The economic section of the mission should intensify the work it has regularly 
carried on in this field. In addition, the Country Director for Technical Coopera- 
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tion should appoint a member of his staff who will be responsible for the private 
investment phase of the point 4 activities (ordinarily this will be the industrial 
adviser where there is such a position; where there is a definite and active interest 
on the part of the country, it may prove desirable to appoint a special assistant 
or adviser for this purpose). It is intended that the work of the point 4 staff 
in this field should supplement the work of the economic section, but not supplant 
or duplicate it. It will be the responsibility of the mission chief to work out 
means of coordinating the mission’s total activities in this field. 

In compliance with Foreign Service Economic Reporting Circular No. 31 of 
July 20, 1951, the economic section of the mission, with the assistance of the 
point 4 staff, should report the necessary details of specific opportunities for 
private United States investment. The cooperation of local private business 
groups should be solicited for the collection and exchange of information about 
investment opportunities. Assistance can and should be provided to officials 
and local businessmen in the development of effective methods for presenting 
investment opportunities. 

E™ phasis should be placed upon reporting all background information which 
would be valuable to United States agencies in Washington and to private busi- 
ness™en in connection with the investment program. The point 4 staff should 
co>tribute to and supplevent regular Foreign Service reporting with special 
reports covering specific items or factors affecting private investment which come 
to their attention in the course of their regular activities. Value of information 
concerning positive achievements of foreign private enterprise for dissemination 
in other areas should be kept in mind. 

All means of furthering private enterprise through jointly agreed technical- 
assistance projects should be explored. Of particular long-range importance are 
projects designed to facilitate private investment through advice in such fields 
as government fiscal policies and administration, tax laws, mining and corpora- 
tion laws, ete., and through advice and possibly joint action with respect to 
improvement of credit facilities and establishment and strengthening of institu- 
tions directed at channeling private capital into approved development enterprises. 

Special consideration must be given to the encouragement of private capital 
to undertake cconomic development where feasible and to discourage the use of 
public funds, particularly United States public funds, in areas where private 
capital can possibly be induced to undertake the development. 

The mission may find it possible to work with the foreign government in creating 
interest in increasing private investment, foreign and local, directing attention 
to the benefits, both social and economic, which private enterprise has brought to 
other areas and pointing up ways in which private enterprise could further national 
policy on terms consistent with the government’s objectives. 

4. In Washington TCA/W and the OIT [Office of International Trade] in the 
Department of Commerce will be responsible for making information supplied 
from the foreign missions available to interested business concerns, will assemble 
and disseminate background information regarding conditions and circumstances 
for investment in specific countries, and will assist in preparing for treaty and 
other types of negotiations in the interest of improving the investment climate. 
In certain cases Washington staff members may be made available for temporary 
work with the country missions in developing background information and other 
aspects of the program. 

Specific information on investment opportunities and general background 
information will be made available to the American business community by a 
variety of means. The 43 Department of Commerce field offices provide a useful 
facility for this purpose. The various publications of the Department of Com- 
merce and other means of communication will be fully utilized. It is intended 
also to arrange investment clinics and investment institutes on particular countries 
or regions and to carry on a substantial program of private consultation and 
counseling. This last is to be employed extensively not only in connection with 
investment opportunities reported from abroad, but also in connection with 
requests originating from United States businessmen for advice and assistance in 
establishing business abroad. 

5. Plans are being made to send a small team of highly qualified experts com- 
posed of Government and private business representatives to 2 or 3 countries 
where it appears most feasible to especially emphasize the investment program 
to assist the mission in developing such a program. 

Consideration has also been given to the possibility of contracting with private 
United States firms of consulting engineers or industrial research development 
institutes to assist the host government in the identification and analysis of 
specific investment opportunities and the preparation of brochures suitable for 
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serious consideration by private investors. Such private agencies might also, 
in a normal business fashion, bring this material to the attention of businessmen 
and firms likely to be interested. 

6. The Department is of course aware of the delicacy of this subject in many 
countries. Every effort must be made to avoid giving impression that we are 
seeking to force United States capital on unwilling customers. We are certainly 
not, nor will we be, interested in doing this. On the other hand, forward steps in 
this field must not be suspended simply for fear of attacks from pro-Communists 
et cetera. In considering steps to be taken, you should bear in mind that the 
Congress regards this phase of the point 4 program as of equai importance with 
the governmental assistance phase. The possibility that no substantial success 
will be achieved along these lines in a particular country is not regarded as a 
sufficient reason for taking no action. 

7. Comments by the missions on the general aspects of this proposal and on 
the feasibility of either suggestion in paragraph 5 are urgently requested, includ- 
ing an outline of plans for carrying out these activities and suggestions for the 
improvement of this proposed joint program. 

Bruce, Acting. 


Sent to missions of Addis Ababa, Amman, Asuncién, Baghdad, Beirut, Bogoté, 
Cairo, Caracas, Ciudad Trujillo, Colombo, Damascus, Djakarta, Guatemala 
City, Habana, Jidda, Kabul, Karachi, La Paz, Lima, Managua, Mexico D. F., 
Monrovia, Montevideo, New Delhi, Panama, Port-au-Prince, Quito, Rangoon, 
Rio de Janeiro, San Jose, San Salvador, Santiago, Tegucigalpa, Tel Aviv, Tripoli. 


APPENDIX 2 


FOREIGN OPERATIONS ADMINISTRATION MANUAL 


Order No. 261.1. 

Transmittal letter No. General—84. 

Effective date: August 16, 1954. 

Subject: Policy and organization for FOA relationships with United States 
voluntary agencies on technical cooperation programs. 

Supersedes: TCA policy statement, ‘‘Relationships With Private, Nonprofit 
Agencies,’”’ May 1, 1953. 

I. DEFINITIONS 


The United States agencies which are referred to herein are those private non- 
profit organizations, including the larger foundations, supported primarily by 
voluntary contribution, which are conducting rehabilitation and technical assist- 
ance work abroad or are interested in conducting programs of international 
economic and social development. Excluded from this order are United States 
colleges and universities and commercial organizations, and most professional 
groups unless they fall within the scope of the foregoing definition. 


II. BACKGROUND 


A. The voluntary agency—as an institutional expression of individuals acting 
through associations of their free choice—exemplifies one of the best traditions of 
western civilization. Efforts of these agencies abroad are also an expression of 
good will by means of their aided self-help activities on a people-to-people basis, 
which though distinct from official United States Government programs, can and 
do complement and reinforce them. 

B. Many United States voluntary agencies have successfully carried on foreign 
technical assistance work for over a century. Lasting contributions of special 
interest and potential value to the United States bilateral technical cooperation 
program include the following: (1) Educational programs through primary and 
secondary schools, vocational schools, colleges and universities; and (2) village 
and urban development projects which raise living standards through community 
organization and improved agriculture, health, and sanitation techniques, and 
other self-help projects. During the vears, voluntary agencies have established 
strong roots and gained the confidence of the local peoples. 

C. Cooperative relationships between FOA and nonprofit, private organiza- 
tions conducting technical assistance work overseas have enabled both to benefit 
from the experience of the other. 
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III. POLICY 


It is the policy of FOA to increase the participation of voluntary agencies in 
carrying out United States technical cooperation programs to the extent prac- 
ticable for FOA and desired by these agencies. FOA will accomplish this objec- 
tive by strengthening its informal cooperative relationships with them and by 
making more extensive use of contractual arrangements between them and FOA,. 
This policy is based on the following considerations: 

A. The congressional directive that “the participation of private agencies and 
persons shall be sought to the greatest extent practicable.” 

B. It is recognized that many voluntary agencies have made significant con- 
tributions to the field of social and economic development in many countries of 
the world and that FOA has much to gain from the experience of these agencies, 

C. An increasing number of these agencies have expressed interest in cooperat- 
ing with FOA in this field. 

IV. RELATIONSHIPS 


FOA relationships with voluntary agencies may take the form of an increased 
use of their resources under contractual arrangements, or perhaps more im- 
portantly at this time, a closer working relationship without entering into a formal 
contractual relation in the development and carrying out of related projects. It 
is not anticipated that voluntary agencies would undertake, either through con- 
tract or cooperative arrangements with FOA, activities which would be coter- 
minous with the total FOA-host government program in a functional field nor in 
most instances with a category of activity within a functional field. Rather 
it is FOA policy to utilize voluntary agencies to an increasing extent in the im- 
plementation of those projects or segments of projects for which their objectives, 
experience, resources, and status as private organizations particularly -well 
qualify them. 


A. Cooperative relationships 


There are many ways to collaborate and coordinate the programs of FOA and 
voluntary agencies other than through formal contractual arrangements. 

1. USOM’s can assist in the development of such noncontractual relationships 
by— 

(a) Acquainting themselves with the programs of private nonprofit agencies— 
United States, third country, and indigenous—within the country. 

(b) Arranging for regular consultations with the voluntary agencies working 
in the country for the purpose of exchanging information on program activities, 
methods and techniques. 

(c) Drawing upon the experience of the voluntary agencies in working with 
local peoples with respect to their customs, traditions, and aspirations. 

(d) Encouraging active participation of voluntary agencies in projects of 
mutual interest. There are many instances in which FOA-host government 
Sg can be actively participated in by voluntary agencies on a joint basis. 

imilarly there are numerous cases in which existing or proposed voluntary 
agency projects lend themselves to expansion by the active participation of FOA 
and increased attention by the host country government. In the development 
of such projects the contributions of the three parties can be determined on the 
basis of available resources and can include FOA financial participation as in 
any cooperating country-FOA undertaking. USOM’s should follow existing 
procedures in developing, clearing, and implementing these projects. 

(e) In addition to formal project participation with voluntary agencies, making 
FOA technical specialists available to visit and assist voluntary agency personnel 
at their own establishments, such as health centers, vocational schools, and the 
like and encouraging voluntary agency personnel to assist FOA technicians. In 
instances where supplies and equipment for demonstration purposes will assist a 
voluntary agency’s activity or project of interest to FOA and the host country, 
USOMs can share FOA-owned equipment in cooperation with the voluntary 
agency. In this way the voluntary agencies can serve as multipliers of the 
technical knowledge provided through FOA. 

(f) In a review of country needs and in programing, giving consideration to the 
contribution that voluntary agencies can make either independently, or with the 
help of other voluntary agencies in the United States. In every country, there 
are many good project opportunities or potential projects which, for one reason 
or another, cannot be financed from FOA funds but which a United States volun- 
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tary agency may be willing to support. In addition there may be projects 
requested by the host government which, due to limitations of funds allocated to 
the country, are not included in the country’s program. In all such cases these 
project opportunities should be called to the attention of private agencies for 
their consideration. 

(g) Making known to FOA/W, as well as to voluntary agencies within a country, 
project opportunities for dissemination to United States voluntary agency head- 
quarters for their consideration as sole sponsor. Information thus transmitted 
will not necessarily imply endorsement by FOA of any projects which an agency 
may develop as a result. 

2. FOA/W regional and technical services offices need also to keep informed 
about the voluntary agencies conducting programs in their regional or functional 
areas in order to carefully appraise their operations and to determine whether 
FOA projects can be strengthened through the utilization of voluntary agencies 


B. Contractual relationships 


There are ongoing and potential FOA-host country projects which can be 
effectively carried out by United States voluntary agencies under contract. For 
example, personnel of voluntary agencies have in numerous countries been working 
for years to improve the living conditions of the people living in villages remote 
from the capital cities. 

Partly as a consequence of increased collaboration with voluntary agencies on 
a noncontractual basis, contractual relationships are likely to increase. It is 
FOA policy to utilize voluntary agencies as contractors to an increasing extent 
where this is of direct benefit to the United States technical cooperation program. 

1. FOA contracts with private nonprofit agencies are subject to regular FOA 
contracting regulations and procedures. Contracts which provide for financing 
personal services are subject also to FOA security and orientation requirements. 

2. In addition the following criteria must be satisfied: 

(a) FOA and the host government have determined that the use of a voluntary 
agency offers an appropriate means to implement an agreed project. 

(0) The proposed contracting agency is acceptable to the host government and 


(c) The agency proposed has demonstrated the necessary competence and 
experience to perform the required services. 

(d) No preferential treatment will be given to one voluntary agency or group 
of agencies. 

(e) Funds appropriated by FOA will not be used to supplant the normal con- 
tribution to the activity by the voluntary agency. FOA funds may be used to 
re na or hasten an ongoing voluntary agency project or to initiate a new under- 
taking. 

(f) The activities performed by the contracting agency will be under the general 
direction of the FOA mission chief. 

3. In those cases in which a formal contractual arrangement with a voluntary 
agency sponsored by or in any way affiliated with a religious organization is 
determined by the USOM and FOA/W offices to be a desirable means to imple- 
ment an FOA-host country project, USOM and FOA offices should ascertain with 
the Department of State that such formal relationship is consistent with United 
States policy not to influence the religious preferences of the host nation or to 
favor particular religious groups and that the contract will not adversely affect 
United States-host country relations in any foreseeable manner. In some coun- 
tries, for example, there may be particular situations which are fraught with 
religious controversy of such sensitivity as to preclude formal contractual rela- 
tionships with religious organizations for work in those countries. 

While FOA recognizes that the service activities of voluntary agencies con- 
tribute in a general sense to their missionary objectives, a distinction has been 
made between these service activities and direct proselytizing undertakings. If 
a voluntary agency, to be engaged under contract, is sponsored by or in any way 
affiliated with a religious organization, such agency shall agree not to use the 
contract to further any proselytizing undertakings. The contract shall provide 
that the agency shall not assign to duty under the contract any personnel who 
will engage in direct religious proselytizing activities or internal political activity 
or against whom the host government interposes an objection because of such 
activities. Should FOA determine a voluntary agency’s personnel are directly 
engaged in proselytizing in the performance of a contract, such determination 
shall be cause for the removal from overseas assignment of such personnel or the 
cancellation of the contract. 
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V. FUNCTIONAL RESPONSIBILITIES 


A. The development and strengthening of FOA relationships with voluntary 
agencies necessarily involves carefully coordinated action by the USOMs and 
FOA/W. 

B. FOA/W: 

1. The Voluntary Foreign Aid Division (VFA) of the Office of Refugees, 
Migration, and Voluntary Assistance (AD/REF) has been designated the focal 
point within FOA/W for the implementation of this policy. VFA serves as the 
central liaison office for assistance to voluntary agencies having an interest in or 
desiring to develop cooperative relationships with the United States technical 
cooperation programs and for assistance to other FOA/W offices and USOMs 
in obtaining information about voluntary agencies or in developing cooperative 
or contractual arrangements with them. 

The Voluntary Foreign Aid Division’s functions in this respect are— 

(a) To formulate policies and objectives for FOA relationships, cooperative 
and contractual, with voluntary agencies on technical cooperation projects for 
guidance of FOA/W offices and USOMs. 

(b) To serve as the central FOA liaison with the voluntary agencies and to 
develop relationships which will enable FOA to know at an early stage the plans 
of these organizations in order to avoid duplication and foster supplemental 
activities between them and FOA. 

(c) To develop and maintain a central roster of voluntary agencies which will 
include data on their objectives, resources, and organizations; their current 
programs; and their capacities to undertake projects in cooperation with FOA. 
An important portion of this information will be obtained by personal consulta- 
tions which will provide a two-way exchange and may generate new ideas on 
forms of joint activities. 

(d) To analyze overall programs, and procedures, methods of administration 
of voluntary agencies to evaluate their effectiveness in-attaining basic objectives 
and to advise FOA/W offices and USOMs in the deve opment of cooperative or 
contractual relationships with various agencies. 

(e) In conjunction with DD/O and DD/S offices, to analyze FOA country 
programs particularly in the fields of health, agriculture, education (including 
vocational education), cottage industry, and community development to deter- 
mine potential areas of cooperation with voluntary agencies; to advise voluntary 
agencies of ongoing or potential projects which lend themselves to private financ- 
ing in order that they may support such projects either financially or in kind as 
appropriate. 

(f) In consultation with the appropriate DD/O and DD/S offices, to call to 
the attention of USOMs voluntary agency activity in their countries and to 
suggest desirable forms of relationships which might be developed with these 
agencies. 

(g) To bring to the attention of regional and technical services offices instances 
in which benefit may derive from closer relationships with a voluntary agency to 
work with the DD/S and DD/O offices having responsibility for the project or 
program in reaching a decision. 

(h) To review inquiries from USOMs with regard to voluntary agencies involv- 
ing both contracts and other forms of relationships; to coordinate with the 
appropriate DD/O and DD/S offices in replving. 

(1) To review specific requests from USOMs for the development of contracts 
or other forms of relationships with voluntary agencies; to participate with the 
DD/S offices concerned in the development and negotiation of such contracts 
or other forms of relationships; and to review and evaluate the implementation of 
each contract or cooperative arrangement with a voluntary agency. 

(7) To issue periodic reports on the status of voluntary agency contracts in 
being and under consideration and on other developments with respect to volun- 
tary agencies. DD/O and DD/S offices will advise the VFA of the agencies with 
which contracts or cooperative arrangements are in force or contemplated; and 
any new developments will be reported to VFA hereafter. 

(k) To arrange from time to time meetings of FOA and voluntary agency 
representatives to discuss mutual problems and for the exchange of information 
regarding technical cooperation programs. 

(l) To carry out, as assigned, other duties which are necessary to the orderly 
and effective development of closer cooperative and contractual relationships 
with voluntary agencies. 
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In performing the above functions, the Voluntary Foreign Aid Division shall, 
at all times, secure the full participation and concurrence of the regular organiza- 
tion units listed in V-B-—2 below on all aspects affecting the normal functions of 
such units. Other offices will similarly keep each other and the Voluntary Foreign 
Aid Division fully informed of any actions they propose regarding voluntary 
agencies and clear with the VFA prior to taking action. 

2. Other FOA/W offices involved and their primary areas of concern are: 

(a) The country desk and the regional program units covering the country 
involved. These offices will be concerned with the suitability of the proposed 
cooperative or contractual relationship in terms of the overall country program 
and the availability of funds. 

(b) The technical services offices which cover the functional fields involved. 
These will be concerned with the scope, soundness, and suitability of the technical 
content of the activities to be undertaken, and the development, negotiation, and 
ner of cooperative arrangements or contracts covering their respective 

elds. 

(c) The general counsel. 

(d) The controller. 

(e) The FOA contract officer (if a contract is involved). 

The following offices are concerned with the clearance and general orientation 
of contract personnel: 

(f) The Office of Personnel. 

(g) The Office of Personnel Security and Integrity. 

C. USOMs will exercise the same responsibilities in connection with FOA- 
financed contracts with voluntary agencies as in other FOA contracts. In 
addition, USOMs should stimulate the development of noncontractual relation- 
ships with voluntary agencies by carrying out the functions set forth in section 


VI. PROCEDURES 


A. Proposals originating in USOMs 


In the development of cooperative or contractual arrangements between 
voluntary agencies and FOA, the following general procedures will be utilized to 
assure that any resulting proposals are given expeditious treatment; that cogni- 
zance is taken of voluntary agency activities in relation to FOA technical cooper- 
ation programs; that any agreements or contracts which may result are properly 
drawn and effectively implemented; and that agreements or contracts with 
voluntary agencies are coordinated with the FOA programs. 

1. Cooperative and contractual relationships.—(a) Inquiries or proposals regard- 
ing cooperative or contractual relationships with a voluntary agency to implement 
a technical cooperation project will be transmitted to FOA/W by the mission. 

(b) The inquiry or proposal will be reviewed and evaluated by the country desk 
and transmitted to the action office as defined herein. Where the inquiry or 
proposal relates to a specific functional field or several functional fields, action 
will be taken by the DD/S offices concerned in coordination with VFA. Where 
the inquiry or proposal is general, i. e., nonfunctional in character, the Voluntary 
Foreign Aid Division will take action in consultation with the DD/O and DD/S 
offices concerned. All outgoing communications on relationships with voluntary 
agencies will be cleared by the DD/O and DD/S offices concerned, the Voluntary 
Foreign Aid Division, and, where appropriate, with the general counsel, the 
controller, and the FOA contract officer. 

(c) VFA and the DD/S offices concerned will consult (1) to determine the 
feasibility of the cooperative or contractual relationship proposed and (2) if the 
USOM requests FOA/W to suggest a voluntary agency, to review the avail- 
ability of voluntary agencies qualified to perform the activity proposed. 

(d) The action office will transmit to the USOM FOA/W’s comments and 
suggestions regarding the proposed undertaking, together with a list of qualified 
voluntary agencies where appropriate. 

(e) USOMs will follow their normal procedures in handling noncontractual 
mutual projects with voluntary agencies. 

2. Contractual arrangements.—(a) On receipt of FOA/W comments referred to 
in 1 (d) above, USOMs will confer with representatives of the host government 
to select the voluntary agency with which they desire to enter into contractual 
negotiations, indicating alternative choices. 

(6) The action office will contact the United States voluntary agency selected; 
draw up and clear a contract through the normal FOA/W clearance procedure 
and with the USOM and the voluntary agency. 
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(c) The contract will be signed by the parties involved and will go into effect. 
The action office as defined above will be responsible within FOA/W for following 
the contract during its life; receiving, reviewing, and routing reports under it; 
hearing and adjusting problems encountered by the United States voluntary 
agency or other parties involved; and arranging any necessary amendments, 
extensions, or terminations. 


B. Proposals originating with voluntary agencies 

1. FOA offices receiving a written or oral inquiry or expression of interest 
from a voluntary agency with regard to a cooperative or contractual arrangement 
should consult with VFA in determining the action to be taken. 

2. The action office as defined in VI—A-1 will prepare a reply to the inquiry, 
clearing it with appropriate offices of FOA/W. 
; 3. The procedure outlined in VI—-A-1 should then be followed from step (6) 
orward. 


C. Proposals originating in FOA/W 

1. In the review of program or project requests from the field, DD/O and 
DD/S offices should determine (a) whether the project could be undertaken 
equally or better by a voluntary agency under contract; and (b) whether the 
project could be supplemented to advantage from the point of view of area 
covered, experiment in alternative methods, or for any other reason by some 
noncontractual arrangement with a voluntary agency or agencies. The pro- 
cedure outlined in VI—-A—1 should then be followed from step (b) forward. 

2. In instances in which VFA initiates consideration of a new relationship 
with a voluntary agency, the procedure outlined in VI—A-1 should also be 
followed from step (b) forward. 





_ 
NX 
A) 
ms 
zi 
Ss 
M 
— 
d 
“ 
< 
Oo 
: 
= 
eB 
3) 
= 
— 
oO 
A 
~ 
oS 
= 
E 
= 
> 
_— 
= 
o 
= 
° 
a 
© 
— 
e 
< 
sy 
4 
_ 
Sy 
Pp 


*sojouese OFBALId ssoulsnqguOU IIA 840B1jU0D pusB JUSUIdINbe pus sorddns jo yuoweIMd0Id JOJ $49819U09 JO SAISNPOXY 1 


*uolMedyorjied ssoursng 
OVVALId ZulOUIoId uy OsN 10} seryrunjioddo jyuouT{sSeAUy] UO 4I0d9x7 
“SOOT AJOS ZuISsBVyoInd pus uoT}0NI4s 
-W00 JO WOISTAJodns ‘sedTAJos ZujJoeulsue pus usIsep ‘yueuIdO 
*[9A9p OJ UIOUODE paduUL[eq JO ZuTUUBId UO UOT}eI[NSUOD PUB SOJAPY 
"‘ZujAvids ySNoo[I}Ue [VLIey 
“mBis01d 
UO]JBONPS [VNSTA TO UOJSUTYSVAA Ul OOTAPB [BITUYIO} JO UOTSTAOIT 
“UOJSUTYSB AA Ul UOTJBONPOS [VNSTA WO S9d]AJOS iy jena 
*AI|snpul 
qnU Nsseqeq 94} UO sUOTIepUSTIMIODeI pus Apnys Jo uoTjeIedelg 
‘SOIAPS PUB ZUTUTeI} Pus’ SaInjoId WoroW Jo uOTJONpoIg 
‘sduind jo uoyj}e[yeISuy pus stjam A[ddns-103eM 0g Jo ZUITIIG 
‘od 
*10}IPO OJOYd ZuyyNsuog 
“4SITBoeds [VNSTAOIPNe SB SIdTAJOS SUTZ[MSUOD 
“quoumdojsaop Arjsnpuy oyeatid 
Ul SOUBISISSE [BOIUYIIY WO sSUOTJepuoCUTMIODII JO uoTeIBdeIg 
*UOTJONIJSUOD PUB S[VII9}VUI SuTSsNoy 4S0d-MO]T JO AVAING 
*qUOTINIOIG PUB ‘UOISTA 
-Jedns ‘Zul100ulsus ‘uOI}eI[NSsUOD ‘B<OIApPe IIMIOMONE SuTpNpuUt 
‘ounoD dIUIOMOD WY vung 0} 4eLIejJe1OeS [vOTUTIe} SB SedTAIOg 
*qyuouldinbe jo 11edel [euolIppy 
"SYIOM UOMSSTLIT PUB SUIOISIO JO WOT}BIOISEI PUB UOTJONISUOH 
*‘squstmIeAOIdull 410d pesodoid jo AeAInS Jo uotjeiedelg 
*SUI0ISAS OSBMOS 
pus Ajddns Joqvm [edorunur uo sdIApe [eolUyIe4 JO MOIsIAOIg 
“UOT JV} UESeId SJB OIGdviIs PUB SJIQIYXe Jo UOTyeIedeIg 
*u0}}8j10dsuBl} pus JUSTIdOTIAIp 
JOMOd UT UOTSs}UIWI0D YUTOL JOJ S9DTAIOS ZuTIV0UTSUS puB AIOSIADY 
*ml0jSAs [01JU00 OGJBI PUB SUT[VUSIS AVAITCI 
uO SUO!JBPUSMIUIODI! JO ZutyVuUI pusw AVAINS peg jo yonpuog UvysTyAVd 
*JU9UIYSOA TY] [8.1IN} 
*[NOp1IZV 10} [8}Idvd [BOT JO UOT4AZTTIqou UO ApNys JO UOTWeIVdeIg BoJIOULYy UT}8'T 
*syoofoid Jo J10de1 OJYdBis0j0Ng |~~~- 7 “BI0qIT 
*SuyAvlds JsNd0[}} U8 [VII9V 
*Zusnoy Ul 99UBISTSsB [BoTUYIeY SuyAtddng VdTY BISON 
"SP[PY [VIIISNPUT [VIOAVS UT DJA PB [BO]UYIE4 JO WOTSTAOIG SIpU]l pus UB IsTyB 
*104U90 ZUTUTBIY 
PUB UOT}VIJSUOMIOP S[V]IOJVUI UOTJONIYsMOD JOJ suv[d Jo AGAIN 
*B018 pougep 8B Jo Zujddeu oyydeis0j04d [eI9Vy 
“040 ‘sjyutid Jo Zulystuim 7 
*Zulddveur o1ydeiz0joyd [Voy 
‘uvd UM0} JO UOIWeIedeIg 


-unod VOL II® pu’ M/VOL 


BO] 84SO 
1d43q 


ueystyed 
“-" M/VOL pues vopoury upey 


[281g 


WOM jo odA J, Aryunog 


808 ‘F66 ‘E 
000 ‘ST 


000 ‘OOT ‘T 
000 ‘Iz 


A‘N ‘H10X MON “dio BZulseoulzug “pH “f ‘OTT MA 
£'N ‘POOMPIIM ‘SeUTLITY SBesieAO $0787g PeqU 


A‘N ‘HI0X MON “Gq Aoy ‘1044119 
Bq ‘eiqdjepeliyd ‘eousime’y ‘pleysuyidg 


XOy, ‘oyuOJUY uBg ‘eIN SUT YoIBESeY YSOMqINOG 
AN ‘HI0X MON “di0g9 ‘ep “TJ “uourqo07y 
O *q ‘uo puyYysE MA ‘“f SNOT ‘spreyoyy 


"e30[[09D 
[eoyuBpOeWY pus [BINMoIZy emoyyyAO “yf, sourve “[jeqoIIT 


sseyy ‘ospyiquieyp “ouy “q my ywy ‘o[}T 


A‘N ‘¥10X MON “OD SuyJooUssuq Woqqy siedd1y, ueddeay 


OW ‘sIno’T “4g ‘soyeIDOssy pus MOTIO[VYUIVg puLlLIe_ 
O ’cf ‘U0 WuTYSe MA ‘SsopyePossy pus “*g AoupIg ‘semIeH 


A‘N ‘4I0X MON “OUT “TITH ¥% SQQID 


AN ‘doysoqooy “OD [eustg AvaeyY [v10Ues) 

“we 
‘mojZuTYSse AA ‘UOTJBJOOSSY UvO'TT PUB SZUTABY [VIOpIEg BIquIN[OD 
A‘N ‘¥I0X MON “OD SurTYysTIqnd 183g AV, 
“-O°q ‘WO WuUrTyseM “OUT ‘8OTAIOG AIOAT[ICT [VMOIZEWIOIU] UOMBIAV 
ssvyy ‘8ZplIquieg ‘dAT}B1IOGBI[OD sez QOIY 


‘TI ‘osvorq 9 
‘£Zo0fouyoa, J, JO 94N4YSU] soul] JO UOT{epuNOy yoreesey IMOWIY 


eg ‘eiqdpepepygd “diog v1Adag O10 
sseypy ‘uo0jsog ‘Ag[9ve1H x= pivAlIey ‘suUlepy 


SSeIPPB PUB 10}NBI}UOH 


Is6t ‘Te ‘(OU HONOUHL WVANOUd AO ONINNIDAG WOT 
,supiboud VOL ut savauabo anarid fo uoyndraysnd «sof s790437U09 ssauisng 


V@ XIQNaddy 








322 UTILIZATION OF PRIVATE AGENCIES IN TECHNICAL ASSISTANCE 


rade saree ke ae ke ope=""= 
*410d01 JO udT}JeIBdoId PUB JUBI[NSUOD DTUIOMIODD SB S@ODTAIOG [~~~ Tn ueystyed 
*e8e1S PuNOS pus ARTPOV] MOTAOIA puB SUIPIOIGs ‘£109810Q¥T 
91N4O{d-UO}JOU JO MOTJoONAYSUOD Oj SUBId O}0[UWOV JO UOTJeIUdeIg [7777 TTT esuling 


*AVAANS UO}JONI]SUOI-PBOuIB JO JONPUDD 


ae Se viqely Ipneg 
*UOT} 8} UNSEId Sj1V-d1Ydvis PUB S}IQIYXxe JO UOTeVIvdeig 


“"“M/VO.L Pus vojJeury Uy4We'T 


re te ee eee oo; 
"uoT}RIOdsUBI] pus JUsUIdOTIASp 
JaMOd UO UOTSsTUIUIOD YuyOL JOJ SoOTAJOS ZUTAI0UTSUe puB AIOSTAPY [~~~ 77 TTT [ze1g 
*SOUBINSU] [VIDOS UT SOOTAJIS BUTJINSUOD |r" TTT rrr WeH 
*HOTJESIII UT SOOTAJOS AJOSTAJOGNS pusB VdJAPB [BOTUYOAT, [~~~ TT [91ST 
“UBysT{ed 
pues uo WSUTYSeAA UT UOTe}IURS PUB YI[voOy UO SOIApe [woTUyOaT, [~~~ 77 TTT oo se 
*19814U00 SUTPI00Id 0} OSBAIOUT |-~~-~ "TTT TTT o>"? 
"uvysIyed JO yuv_ 948g 0} JOSIAPe [VJOOdS JO UOTS[AOIg |-~ ~~~ 77 ueystyed 
"Cuunuee serene ot Garang, Foren eee noen nee oeemenrone ydABy 
*yo0fo1d SpvOl 0} 10400I1TP A10}B1IOQLI JO UOISTAOIG |~~ 7-7-7 TTT Trt mtr eT 
*yuomMIdOJIAOP WI94SAS-pvol UO SAVAJNS JO UOT}VIBdeld PUB DOIAPY [~~~ TTT TTT rrr bel] 
“Sortiiins Guasows 10 GOIADW [~~~ o" noon nr nnn nen e en [Izeig 
*HOTJONPOId [IO-9AT[O Ul GOTAPY [~~~ 77 uvplor 
*UISVg JOATY TUBII’] JO UOTJVIO[AX9 OIZOJOOH) [~~~ ~~~ TTT moueqey 
*sulviZold F JuUTOd Jo 1.10d91 pus sydeizojoyd |----- "77 M/IVOW 
*1oqy Jeuoy JO AIOAOOOI UO YOIvasay [~~~ "7-7-7 volo Ulje'T 
*ZUTUTe1] Pus ZUTABIGS JSNOOTIJUB [VIIOY |-~ 77 uByslyvd 
“OQUIO[OH ‘MOTIIGIYXxe UO[ANH UT sUuBR[d qnO Jedi JO WQIGXM [~~~ uojAV9 
*SuTAVIdS JSNOO[I}UB [VI.1oB UT SJOTId JO SuyuTeAy, |--- "rn uBysIyVd 
"Atos GAOue fo Gan [ror nnn o nn enn eneo = MIVOWL 
"mIv1s01d F JUIOd UO Apnjs [Bloues BulIVdoIg |---- 777 M/VOW 
*m00sUB 
‘eynISU] YOIvesey [VIAJsNpuy 031g JO WOTJVZ]UBZIOOI UT DOIAPY [~~~ 777 TTT TTT euling 


"SP[9Y [VIIISNPUT [VIOAOS UT GOTAPB [voyUYII} JO UOTSTAOIG 
‘suvisoid qyIvey pus ‘UOT}eONpS ‘UOTIeSTLIy ‘WOT? 
-BUIB[IOI S91BIG POU JO UOTJOedSUT UT Slopeel IpNneg BuTy100sqy 


waren eeer-- eIpUy pus ueysTyVd 
weeerenennceceeen= eiqely Ipneg 


ee ee en, 108 ero nner nme esse M/VOWL 
“SOTPTOVJ 
e2810}S PUB BUI[PUuBY UIels JO UOTVI[VeJsUT PUB UOTJONIISUOD |[-~~~~ ~~ TTT TTT ueplor 
*surddeul ofydvis0j04d [elloy |-~~~ 777 TT rn elI0qr’T 
“Ses Bene Oe Ae es, 19S eee renner oneeoen uvplor 


*Aydeis0j0yd [eliee ZUy}STxe 

wmolj sjujid pus ‘sdeu ofydeis0do} ‘sorvsour jo Surystuingy 
*qyusuIdo,9ANp 

oTmOUcDe SZuyuuvl[d ul osn JO} svoIe uUleI00 JO AOAINS [BLIOy 


were n reer nme nen siqely Ipneg 
Se ew ensennn wn sewconeeces BAIqVT 





yIOM Jo odd,y, Aunop 





tea eee oan SIO ‘1OVAIINS “LL Tepuvy ‘eururepy 
Cees h fittest ersten ee" nn AK ‘'N ‘10K MON ‘'ouyT ‘y1eqoy ‘uosuyor 
OS SEI aha ike i tee TIED ‘oosppuvlg UBg “OO ZulJ00UTZUGq [BUOT}eUIEJUT 
tN a saa O ‘q ‘wo uTYse MA ‘SeyeOssy pus ‘*g Aouptg ‘seule 
000 ‘SLT 
ee | pera epeeenetonererre tee ae AN ‘410K MON “OUl ‘ITH 2% SQQTD 
ee.) Lptkssgrerene steers. epeusg ‘ojUOIOY, ‘““f¢ sejsnog ‘iq ‘qIeIq(eH 
a pee ne ee AN ‘¥I0OX MON ‘107784 ‘ATTOUULT.T 
)<( |. |Eaetreanreertencensasesses eres sseyy ‘oulpyooig “gq A0yy ‘190}sur00,7 
£88 ‘9 
a Eee xo, ‘Seleq ‘sel[eq JO Yuvg eAJesoy [elope 
ee. |. eee te AN ‘HI0X MON ‘SoBPOOSSy pu ‘’] yuLly ‘zseyq 
080 ‘9z 
Sea fret etseeseearen sake rsee A‘N ‘4104 MON ‘H00q A Ad0[Oy ‘SpIBAP| 
ie 0— getnretenetnenel esses lege e me ee ee oul ‘s1v0uTZUq JURTI ZutAIG 
ae) | PN ReR Sere eat JUMBO ‘MAIO “OD TO PTO GIHUIg GSIqoId 
ae: LanereeeSrerreenRrerre JUVO ‘sopeSuy soy “oO Buc [eyaeuTyUOD 
ae OLR hate tee seenarre A'‘N ‘H40K MON ‘AOHDICE P AuOYyuY ‘efedeyO 
ae | fete oe Sq ‘UMOJSUILPY “OO =P “M ‘OIpH ‘uBUIT[Og 
000 ‘22 
OST ‘T 
a [erereaenemeene teers OU] ‘OOJAIOG AIOAT[OC[ [VUOT}VUIOJUT UOTIIAV 
00¢ ‘T 
 / ta peers e ater eer er enr tee eens SA ‘UO ZUTLy “Y somes ‘[JOMSY 
000 ‘S6T , 

"Il ‘o3vorqO 

689 ‘86 ‘AZ0[OUYII J, JO 94NIPISU] S{OUTT[T JO UOTJBepUNOg YoIvesey IMOUIIY 
ee eee ae ha beschion K‘N ‘HI0X MON “OO ssoldxq UvolIoUTy 
ee | imeenwerienerret eee eee BA ‘uOIZUTIV ‘sury[eO Avy ‘vUITTI, BTV 
EY yi [Eee eneeene eer ee tere di0Q UOTJONIsUOH [VUOT}eUIBIUY WIOsITW 
000 ‘0g 
698 ‘96 
688 ‘8 
(senneenne reser rane ae eg ‘erqdpopepyd “d10g soyalog O10y 

qunoury SseIPpB puUv 10}0BI]U0D 





e961 ‘82 “AAA HONOUHL ‘2961 ‘tT “NV£ WOUd 
penuju0g—suoviboud VOL ut satauabn ajvarid fo uoyndiyind sof sjap.14QUod ssauisng 





oD 
N 
aR) 
& 
% 
eH 
M 
nm 
M 
M 
< 
~ 
=< 
oO 
é 
& 
Ss 
mM 
& 
~ 
oO 
Zz 
& 
o 
=< 
ww 
> 
< 
: 
ont 
a. 
ic 
o 
Zz 
© 
— 
e 
=< 
N 
_ 
_ 
5 


0— Ste y_-Aosseyy OU,L 
0D WodxY 10}SaaAIVA{ [VUOT}VUIE}UT 


soususyUeM AIOUTYOVU UWOTONIysUCO pue onsen d10Q J9ATIO OGL 
*$yd0f[01 

USUI O[BAOP SNOTLIVA WO S90] AOS [BOTUYIE} PUB SUL 1eIUT SU O— suosivgd "WI qd[ey 

qUBI[NSUOD JUVUIdOPVAVP PUB JUIBMIIAOIAGU] WOP}EBILI]T A[[ouueL_y] °C 107TBM 

UOT}ONIYSUOD UIBP UO UOT}BI[NSUOD PUB ZULIvVUTZU OD sUjI00UIZUq BVzieA 

qUITIdO[IAVp PUB UOT}BIO[AXs JojVM PUNOID OQ suosivd “W qd[ey 


quei[nsuoo aon poid oinyse uojIng “T"'M 
ApnNys Sassvis SNoIVA Jo saryTTeNb sawn N MOU “UW "O 
qUoTMIdoOjsAGp pusB ULT}BIO[dX9 J9jBVM PUNOIZIOPU_ oul ‘syUBYNSUOH SUTUTPL PIOM 
AVAINS I]AQVIPIOIPAY PUB WOTBVSLIIT di0g ayuyoa} 01pA ee 
sodomy 


YIOM JO 0INJUN 10}9B81}JUND A1juN0d pu w0130z 


9961 ‘T ‘40yy fo sp 
sa1aqunos buyniadoo0d Ur U01znDLadO Ut SU01ZDZ1UDH.LO 1D19LIWWOI UDILIUW YY YJIMN $79DLJUOI BDUDISISSD JDIIUYIAA JOLNZNILbD pauDUY-pY OY f0 SVT 


ag xIGNdddyV 


SSP PLT ‘L 


“SUBOFUYIE} F JO SuyUTVL, 0¢ % ‘syjodvouuy yy ‘eynqy3SUy [ePysnpuy Apoomund, pooy UVM ey. 
*UOTJONAJSUOD 19}190-YI[BoYy [VIIdsoy UO <dJAPY 000 ‘9 AN ‘340A MON ‘Ave punupy ‘ZunIg A 
*ZujAeids Uy JeUUOSI0d UBIUBI] JO UOTJONIYSUT 008 ‘2 
“‘suyAvids jsnoo[jus [vey 000 ‘81Z £'°N ‘POOMp[M ‘SOUTLITY SBesIDAGO S9}e1g PoITUQ 
“UO]}VONPS [VNSTA U] Svd[AJes JULI[NSUDD eRe ‘2 eg ‘erydjeperiqd ‘sousimey ‘plegsuridg 
"od S 606 ‘StS ‘T 
‘od £20 ‘690 ‘T 
“HOTIVZILT IO} STOMA Oqny Jo yueurdInboe pus sulidg Gove cree 7) tant, O ‘a ‘u0ZUTYseM “OU T, plorey ‘QITUIS 
*stjom A[ddns-10j8M OL SUT[[IG 000 ‘OLT O ‘cf ‘UO WUTYSse AA “f¢ STNO'T ‘spreqory 
*[81}U9}0d JTWOUOVI dISBeq JO AvAINgG “"-"1 000 ‘0% 
*AIOUTYOVUL WOT}JONAJSUOD JO UOTIVIJSUOWIOP PUB SUTISI TL, 000 ‘sg sseyy ‘e8pliquieg “‘ouy “q ANg yy ‘I}41T 
“UO JONAJSUOD 10}U90-YI[ vey 
pus [eidsoq Uy JUBI[NSUOD PUB ‘IO0UTZUV “JOuJTYOIB SB SVd[AJIG 29S ‘8FS SezBJOOssSy PUB PNIVBAVG OloUBY ‘ZUTTIG AM ‘PlSyqOWyT 
*quoUL 
-dojsaosp JaMOd-d,1{00]90IpAY UO SdTAPB [BOTUYIE JO UOISTAolg Aen3elieg | 00¢ ‘2 
*SYIOM UOT} VZ].LI] PUB SUL194STO JO UOT} B.10}JS91—JUOUId|NbDe Jo yedey [~~~ - 77 TTT TT uspior | 00¢ ‘% 0D suyle0uTsuq 340qqQ Vy s}jedd1,,, ueddeuy 


72888—57——22 














& 009 o9g'9 | 
seg ---Buyuyes} pus ‘ 
a quem 
ee eerie oseuvu ‘ 
000 ZL oye ee eel jueurdojeae 
S 00Z = WUE Tar erates 4oa.ms nt aa OF0e[H 7" ~~ 
rs 008 SI wseeeseacececeececceensece tee q UB EE bone mmceronrreremrere 
n ee 280 ET sunadiiin ieiesiiaicn wh eae a Pa 
Jl IO OTN le 00 3uljo3 queyyn Iei} [BLISn woere- eco 
tees peecrese quey[ns pnq pu [nsuoo uoTW puy |--------- enen------- oul ‘S00 
QE fesseeccecto u00 8 3u Bt fes5<s— oss secae AIO 
Bevemasmess quey [o1}u00 13uT1000 i foss<onnsccesaconnes ou ‘8 ig Ooseq” |-~ 
000 feseescecccccoeoe [nsuoo pue 3ul goqunopeay, [oo ooo noon 199¥1 * g [rt tereene 
or) gueysu [o1}U00 pur s = ements Semen Gari anni 
Oo oop st | --------ga qu que}[Nsu0e poyyeul UO} Be [concn ae ae saat 
Ree... - denavees quezn e}[NSUOD send 3ulzIpue pet [ae 9 qed “I 30 : eoacece 90001 
00 SE fecscsseecesoteoss SUOO [019100 £ yuyoe} Zul bebe [oe UIA “Y tae ooe--20-e- ‘BISV qINOg ~qnonnere 5D 
Ber. | caterer ec yyenb {UTC} [VII9S Be Aotprag * Bee face Son pus ‘sopyy ‘ dAsy 
eee [Boy eee fem s8 av -- -- HIV 
ae weeaeececeseeeeceeeeeee 4uey : ee eat sasenseenceseececeneeeeneceeonseeeeeees uyaruIn,?) g enone ttceinaana =" IBON 
ao waneeeeseseeceeeseeeecees pst pent Aqyrarjon ata [Sei SLIASI ama | I a on 
& Bevan 4ue} woe ener -- 4s uoljoul . poid [el4s cee eee Apop ° Vv suwyO wosancecececesersceeaseesneeceeens ad 
e po Sn ee vase caneseraat eran PRE Se oniret eee ete ak wontett voneneceecceneeecsaees Sir) be od 
et aoe o pu juowIesvuEUT | Suyuyed.L ecmeneememenear UeNIeN rossescnecoterenenecnrene een a 
oe x9 £10408 BUBUL [RLI4 ee ae uo 00 sag | prc nea eat od 
D 022 ‘SZ veseeceeereeeseeseeee=e ogy 1x0 Liojoy uoryumura ssotey Re SOT PAN ns. ou Soran Mg step Tavera 
2 — foe yuey[nsu09 nee £ uONTUNUT 31 BEE ferns eee rene nrsiennpes I ‘oyngyysuy 3 ~“qjeqdur ee out 
008 ‘ST eee ieee ee nae sasesecenseeeeeneeeeness== 90) moO on jem |r or ea mt 
S wee one ee etre aened ee cece puu stH[oUs0, sosereesecse tesco RUA viene 
qi 000‘IT. = a jon Peni are eee sosne 
oO 000 ‘OT ey seats eedotead meanest cine oan ‘D Baus, eee eee aad 
en... coo Solacsaena anima bane, ene bg [nen oul s, weabUed eg [en — 
Qo fesceseesosooo=-=sapms 130 Sd0TAJOS «2 ea te eo eerie 
S = £1 coscesesesaseeang conga amanda Siarionpe a Soin aa Toa Seger fs 
oe cosecesececeosseeee woreoamal feearaer ta Texisnput Son a fae] vosanenateecesescseseneeeeeeeese od 
neo fener saya ie ree duis Ree : 10g * a rr cneree opens arcoor 
EB 06€ ‘OL PPG IRE ier ary; oe cecuamend fate uoly seneteceececesceseeecneescesenees 1109 [euo ed ‘a sac wanseceseseeseseceeeneneeeeses od 
io} oe queud JVs [VII eee 1} BULI0: Be errr res 
008 ‘ST ---4 O[aAap WOU qsnput ut 3 _—_, acremeeaeeae cartaclnete SUBdIPL Rommel CSA LICE od 
4 000 ‘IT ee ZuyyuN0D08 WOZVUBU Ul Sutatene oe er a bey [Se od 
cc, On ccna I pue worjezist rene Se ae to See uyor eae eee 
Oo Sra ee ih vanyrenene Sula} puBYo.om Du Uor NASI C a saseeesnsnseesseercseeseeeneensesesnss eon: cossenesesssnenseesceneenseseeenas or 
a 00 ‘ZI ae, sayy a spoqoun cata sa eben: juouresvUByY Uy ss sie nih saciesaein olen ae ern ee ae RON “77 AYCIT 
et ee! it eoan teak Onan money's aulietene Soecareye cracls [| SSsois01g [BU], BUS ‘ouy ‘any soeseetensesoeceseceneeeeeceeeee of 
Dee & Soll : ul 3U Blt -emrezrrorersezarerreorcrcnneinste 17BUIeyU esa ior sspsonrcocconnrneen satan 
<< «= (0008 nonnoedenphiowen Sainte wet er Senet ee indi oo ue 
wy (0S TIS :* 77777777777" Apnys WO | SUJUTe1} [BUT 7] eeeecenemememenrner: weuie" AL wey [7-7-7 peeauees od 
3 paneanns hiiilieabtieinpalte 1,0ul pue our ee [ce sepa”? EMRE fon o-=>oeer serene warn eeceeee 
i si bole qu 1} pus spoy cseseecenceeeseesceesseeeoneecesees V'9 wey! a eee cociiiisececes og 
qu By[Nsao0o 3 youl 10qer ee ee ee oe . TEM sesoressnenoeseneseeeeseeeeee 0 0 
5 ey[NsUuOoD Zu UTUTBI} 10 rae Pee cc ee ie 
qunowe Iz1pueyoso eee [ros-*"-- ee eepetsnayo<ss= Si cocom gecpadeaaaciaegeiiael od 
reo Te >-~-one-~-~=--ou | ssao1g [eu ea oti ill NeareeS Tre neetary reer od 
tH . ours | _ eaopjeunjay mr(vea) | wp sap le tified ate ae 
N ere scent Tune) os Tena ree ee Od 
OD —- 8atuzunod 6 tn pondinet.y bes enon |" seteverreszoeeserrsst eouBld 
uypiadooo ur uo a ryseqoy |---->- mreyrerapnise sercesesnseagd 
2 uouvsado sareenvnsap6<ois 
202 1uvb.10 ; : 
1010.19ULULO9 tae ee sadoing 
UDIVIUY | Fe Pa Asyunoo a 
yy $7904; pues uojzo 
ROT OT HTM x 
USSD )D90 sideiGaaeameca 
1091UY99} 102.448SNpU = 
1 paouvuy-y 





AIsnpuy uy Ayanyonpoid Jo0j Zuyuyesy Apnys-H10 MAM uy, ‘A1ysnpuy arya M 3uyuTeLy, 
senbjuyoe, ZuyUyUI [BOO UT CLL oar’ ‘sqUBy[NSUOD ZUIUTPL POM 
uW0]}8.10[dx9 an 09 soishydoop) u0ZuTJUNY Ou.L 
urprmq 
[9304 puUB SOTO) Sed[AJOS ZUlIOUIZUe PUB oINJOeIIqOIYV seeoossy Zul 
sjuvidiemod 03 WO};B[Ol UY Zul 00ul sug OO BuyI00NIZUq [VUOT}eUIEJUT 
*(sjyue[diamod uree}s) 
S8OJAIOS UOTJONIJsuOD pus ‘JUemIEIMOOId ‘SulI0NUIZUq 
SOO[AIOS UO[}B[[BISU] JUSTIdINbe ZulysvopBolg OIpSy oo[ldd 
ZULINOVJNUBU JEqqn Uy ZuTUTeIy ApPNys-y1IO MAM UyUIBL I, 
*(quetd Bein) 
uo}}ONIjsu0D SuysjAlodns pus JueMIemMI0Id oe 


Zulurel} uolyonpoid muersied meysuyuUND “MA aren M 
(sqoofoid snojieA) ZULI0UIZUS JUSMIOSBVUBUI PUB [AID OC SuliveUuzugq oN M “Df 
040 
‘moj}87[NsuOO ‘ZuyIe0uTZuUE ‘91N4907,;YOIB uIBIsO01d [e{dsoy So}BJOOSS VY 3 pnieagg ‘Olouvg ‘BuTIIY A ‘PlOYyOW'T 


TPeApoy “f WeqQoy 


-u0d ZUyUTeI? PUB ZUjJooUTsUS JUOTIOZeUBU [BIIJsMpUT ATEN “UU and 
qUBI[NSUOO SuTUTBI) JUOTEZBUB LT ; 

ujseg [80D [ep[nzu0Z ‘uoT}ONIYsUOD puB ZUTIO0UIZUq oul “0d TOM [NV 

SUIUTCI} JUSWIOZVUBUL [BIIJsSNpuy uspleM “A [Alog ‘iq 

meq IeAlIeg 1oj JUsTTOIND0Id pus ZUTI00UTZU dul ‘0D 34390118}4g-0sd UI0T, |, 

JUBI[NSUOD VOUBUIUTVU PUB UOT}V1IOdO UTS U0}J0D [19110], PIBMPA INT 

040 ‘WOTJONIJSMOD ‘9ZV10}S UTVIF IO] ZUTIVOUTZUS USISeqy dU] ‘UOTVzZJUBsIO VUIAG-puoUTABY 

JUSTIBAOIG UIT SUOTIVIOdO PUB JUSUIESVULUI IOMOG 0° » V02U0T "VY 'N 

ZULIOOUIZUI JULIA WOTIJUNUIUIV SULIV [[vUIg dU] “OD Zuyj0V.NMOD UOI]UIB_] UOplO‘ 

qUBI[NSUOO SUTUTVI JUSTIOZVUBIT 7" Zullog “Y UyywVeyy 

‘oul 


qUBy[NsuoD UOTJe1dO puB 10]}00I10 UTZ 30900 
BUTUTV1} PUB UOT{VIJSUOWMTEp UTZ 10}40D yourg “J snyny 
BUTUTC.IY PUB TLO]ZBI[NSUOD [004 OUTYyOR PT uo}epuNnoy Yyolvesey INOUIy 
079 ‘JUOMIOZvUBU UOTJONpPOId ‘ZuyJe0UTSZUN [vpAWsNpUyT 93NzAsU] [VIOMIE 9I[9498q 
8}UBINSUOS Zuy190UTZUe [JAjoO pus AreqyUBy UBeULiegerT “MW eUnTd wpoore yy 
AOVAINS dPULOMODE PUB [VISNpuUy ouy ‘87391 “Gg Angiiy 
040 ‘steqydsoy 10j SeoyA1os [VINO QOIY So}B]IOSsS VY 2A opnseagg ‘O1oUv ‘BUTYL ‘PIPYYOINT 
SIITAS [elJsnpuy SuTdopsaop UT soUBIsSISsB [BVOTUYOS, J, OO BZuploouysZuyq J0oABPY YUBA 
suoy}B10do [TU JUJIdSMOU UT ZuTUTeI ou] ‘SeoJAJeg Ooseg F 
suoj}e10do0 [[TuL [9039S Uy ZuTUTVI, OU] ‘IOI IAL FP J9AOSurVerzy 
SeoTAlos SUTI90UTZUe JUB[d Jeded pus ding sy10 MA ssvlg A UuOl] [TH Apuss 
WOT}BI[NSUOO S{[TYys [eoyuyIe} JO ee ou] ‘syuBI[NsSUOH ZUuTUT pit M 


Ten) 
N 
ar) 
QQ 
z 
2 
_~ 
q 
3 
: 
ke 
& 
M 
me 
— 
Oo 
Z 
& 
o 
< 
& 
H 
< 
e 
me 
me 
= 
© 
a 
o 
—_ 
e 
< 
N 
~ 
_~ 
— 
> 
p> 

















*mI01SAS 
000 ‘Sz qyipne pus ‘ZurjuNOD0B ‘jya3pnq S,d1[qndey BurzTmiepoyy |~--~~ ~~ Cees, Wrage ee ilies: fester esse tsssseecyseter reassess od 
2160 ‘10S ““al[qndey 94} 10J AOAINS UOT}RIYISSBID UOT}ISOd puB BBVA [~~ 77 TTT rrr pe BN at ot eT alli lil lalate blather soutddiiqd 
——-_ 60 (Gls FRNTENS CNS N ST RET ENE SS tba ionss SUIUIGI} UOTJBIJSIUIMIPB VoIOg [~~~ 7777 GiO*) FUOTIGINDG/ SONOT TeriimeerG] TTT TTT TTT Teter eter es BISouOpUyT 
OR fe teerseseereseentniseasisenas- ens Sem PEE PEEL, 4993 TR TP TEREST EN TST N= eee TTS ee 2 Le Sf, ees tot eo ReRPOS ONSET ET OTS Seer ese Burd 
2448eq IB7 
are = =—s | Peet eee sas Rear uyd IvoA-2 WO SUOT]BPUSUTIMIODO! PuB APNIG [~~~ 77 rrrrrenn SOCEM ae PTT PCT TT Tee tees eeserse sess eres uel] 
ae =68iC(‘“(o RETRO SEER ESS < +76 RES Tae CITE N TINE? DOIRA ES SURO), 1° PS PR TTT TT ESS Sesser eseerTesseeer CORTE er OR Bar [hE RSENS eseeenssee yee yes eee ge eee 4d A3q 
:BISY YNOg pus ‘voLyY “IseVq IBON 
ere 8 —  seeetensareaereesseRee STRRIITISUIOD SODEATOS FROTISISUOS TIO) Peter ese r eee ss er ererecrssccnae See Crees 12282 SF SST eh See ee Ter SSeS ees ABMION :odoing 
ag JIOM JO OINISN 1049B1}U0D | ArjuUN0d pus 030% 





sa1uqunos burnsadooo 
UL UO1WDLIdO UL NOU SUOYDZIUDHLO 1D1DLIWULOD UDIILIUP YUN $JIDLAJUOI aIUDISISSD 7DI1UYIA? UOYDASIULUpD 21)9QnNd paouDUY-YOY fO ISYT 








of ‘@ ~""QUOMIUBISSB UZIOIOJ JO} SUBIOTUYNS} BUTJINIOOI UI SOOTAIOG [777777 TTT Tre eyNIIYsSUT YOIvesey JSamyNoY |~------ 7 ~~ SES ee: \ehe cess od 
ere 0 0lté‘):és«éidE Pee $0.1N409[ PUB UOI}VJUOTIO JUOUIOSvURU IOQV |~~~ ~~ 77 UOIPBIOOSSY BulUUv[d [BUOTIBN [~~~ <_  SSeSSS see SET od 
"soqeig poyUuA 
000 ‘Ez SUIPISIA SJUBdIOIZIVd 0} SOOTAIOS pojL[OI puB JOJOIGIOJUT [~~~ ~~~ irr 200s sar Gamer ee Tee es an re se eeonet sheer eer Te od 
ree. — Fares cseesceretererrcs SOOTAIOS SUIPIVMIO] JUSIOI] OPIMPLIO AA |e out O-: See Sie beets ttre yoo eressslerreer* od 
‘ouy ‘(VSN) 
peaees es EE sitesrss = ot WMvis01d seule!) JO UOIVIISIUIUIpS [BIOUNy) | JUBTUOSvuBPY Ul SSelsZo1lg [RUol}VUIOJUT JO} [TOUNOD |~~~ 77 TTT TTT TTT ttt OPIMPLIO A 
ee. | pe eee ene een ee ee oe SOOLAIOS BULIOOUISZUO [VIIJSMpPUT |~-~ ~~~ “anor SulsccuIan es SpomseT 1" " Teen n erent ester rere en seas od 
ee 0 TSS SNTSSR Taner tee SE TeCD PULseeUsee SetINGT 1S Soot rere r ere rs ee eer erstasen roe aett sc se eet ses see od 
EATS TPO Serr srr ress er esssercenousnerey ver rere one Be io Storr rt ec caer ess <nccr een raa2s ssn arneaeningy oe tee RE eto ther soner Seecns Serer nee == S~enaOre 
a >» Piseeveseesese ar. SOOTAIOS ZUTI[NSUOD JUOMIEZeULMO [eIIsSNpuy |~~~~~~""--7" 7" ou] ‘SIOOUIZUY JuouISseuByYy UO “Y UYOL [~~ -- rrr nnn nn od 
ate, 0té‘“‘éiS PPP mere ere STIBSTISUNN DaLssewisue MET [nner n enn nnn eee socreq@=s9er= ET Tp palmate edad veincieiasioar = od 
eer) (|| | de enrern ZUT}OXIVUL pus [ouUOSIOd ‘yUoMIEZeVUBU UOTIONpPOIg [~~~ ~~~ TTT TTT OOD SulIo0UTZUy JWIUIOSBUB]Y JIOM [~~~ rrr [BUOIZeY 
ee PTET SSS Sehr JUSTOSVUBUL Ul SUIMIVIR [BIIISMpU] |~~~ ~~ TTT [ouNoD SulleeulsUuq spoy wl |~~~- TTT eeaeese oon 
‘ouy 
Seee =—s_—s esrare<sterrnrsassas<*mt IVUIWIOS JUSTOZVUBUL [VIIsnpuy | ‘(ygQ) JUeMEsvUBT Ul] SsolZOIg [VUOTIVUIOJUT JOJ [lOUNOD [~~~ 77 T TTT rrr rrees ego 
3011IOULY Ul}e'T 
oor HIOM JO OINJVN 10}0B1YU09 Aryunod pus uo1s0y 


penulzuoy 
—$91.4junod buyniado009 Ut WOYDLAAO UL NOU SU0IWDZIUDB.LO 119 LIWULOD UDILLIU PY YUN $4IDLZUOI IDUDISISSD 1DIIUYIA} JOLYSNPUL paoudUYy-VY OY JO SVT 


326 UTILIZATION OF PRIVATE AGENCIES IN TECHNICAL ASSISTANCE 





SOOTAIOS AIOSIAPB WOTJONIJSUOD PBOITIVI 0°— UOTIONIIsSUuNH YVI 94, 
“99181 ABAMIICI YSIYIN, JO Soyeig peyUug sy} Ul SuyUTe1, 0— “AY W184S9, *P A[OJION 
SUIUIVIY PUB ZUTVIS ‘UOTIBISIUTIMIPS SjIOg op 
UOlVISTUIMIpS Sjiod puv ABMITRY 
ZUJUICI} puv JUsTTIAOId I Sdoys ABA[IBY 
UOI}eN][VAs Gof sioqiey puB SABAMITVY 0D S[OQIIN-uoslopuy 
SuTUTeI} ZuyuUUL[d pol puv ZUTIBOUISUN OV. UOIjVIIpIy PeoOY [VUOTIVUIEJUT 
qyueumdojoAep UleysAs ABM YSIL yoeg » Avsjoy ‘spIsMpy 
2BISY YINog pus ‘solIyy “seq IBON 


qunoure i 
IeTJOR FIA JO GINIEN 10}08.13U0D A1jyunoo pu u0j3exy 


I 
N 
A) 
& 
z 
be 
M 
we 
DM 
2 
< 
< 
oO 
é 
fe 
BH 
WM 
ica 
~ 
© 
a 
ea) 
Oo 
< 
& 
B 
< 
> 
—_ 
~ 
_ 
Fy 
© 
a 
© 
= 
BH 
< 
N 
~ 
— 
BH 
Pp 


$a1.4Uunod burinsadoo0o ur 
Uuoupiado Ut NOU SU0IQDZIUDHLO 1D1DL9UWMOI UNILIUP YIN $7ID4QUOI BDUDISISSD 7DI1UYIA} U01RD}LOdSUD.Y paruDUY-POY fO 18VT 








328 UTILIZATION OF PRIVATE AGENCIES IN TECHNICAL ASSISTANCE 


APPENDIX 4 
FOREIGN OPERATIONS ADMINISTRATION 


OFFICE FOR REFUGEES, MIGRATION, AND VOLUNTARY ASSISTANCE, VOLUNTARY 
FOREIGN AID DIVISION 


March 1955 


Srarus Reporr 


Voluntary agency participation in technical cooperation programs—Contractual 
and cooperative relationships in force, completed and under consideration 


I. CoNTRACTUAL RELATIONSHIPS 
A. IN FORCE 


Near East 


1. Iran—Near East Foundation (NEF) 


Veramin Plains rural improvement project including training in agriculture, 
health, education, and community development. Dollar amount: Original con- 
tract $615,000, to expire October 31, 1954; amended for a 3-month extension with 
additional funds of $125,000. Negotiation in process for extension of contract 
to October 31, 1955. 


2. Iran—Near East Foundation (NEF) 


Countrywide community development project. A total of 31 specialists—10 
community development, 10 rural credit, 10 engineering (or 1 of each for each 
ostan), and 1 rural credit supervisor. Also an Iranian administrator of the in- 
crease in the tenants’ share and sponsorship of the Village Councils Act. Dollar 
amount: Approximately $556,000. Expiration date of contract, June 30, 1956. 


3. Iraq—International Voluntary Services, Inc. (IVS) 


Shaglawah (Erbil) village improvement project. Program includes agricul- 
tural education and demonstration, home and child care, health and sanitation, 
and basic education at the village level. Dollar amount: Original contract exe- 
ey ee Maeeed 30, 1953, with $140,000; amended May 6, 1954, with additional funds 
of $100,000. 

(Note.—(TOUSFO A-483, January 19, 1955.) $35,000 obligated for program 
extension (TOUSFO A-375); $40,000 additional allocated from reprograming 
savings, making a total of $75,000. Three-year contract subject availability of 
funds requested (TOUSFO 375).) 


4. Lebanon—Joint project, USOM-Lebanon Ministry of Social Affairs for technical 
assistance to eight Lebanese private institutions 


(a) Young Lebanese Apprentice School: Continuation and phasing out— 
equipment for printing, auto mechanics, electricity, forging, and 
i cing wn wkw'nhn vied wels eels lien Beaune $25, 000 

(b) Young Women’s Christian Association: Project completion and 
phasing out—curriculum improvement, additional equipment, 


ne Nt IN in. wink kc hie seme wes oesstaii bitin cd denbaen 30, 000 
(c) Young Women’s Moslem Association: Instructional equipment and 

minor percentage of building costs__--.........----.--------- 30, 000 
(dq) Druz Orphanage: General shop, home economics and crafts equip- 


lie cae lcs oats eesadan nas A tt oa it ahi a as ape dened 10, 000 
(e) Moslem Orphanage of Beirut: Printing equipment, woodworking, 
improvement of shoemaking, home economics, and artificial 


iT cae teats elias Mee ms haa eats 10, 000 

(f) Moslem Orphanage of Tripoli: Woodworking, woodcarving, print- 
iad ng Linen 'd existing nication sidba Rk aie 15, 000 

(g) St. Antoine Orphanage of Tripoli: Home economics, first aid and 
SERINE OS Paes SREY VON. 2.6 cnc wcnbmedueedcch dears 10, 000 

(h) Amelite Society of Beirut: Home economics equipment, health, 
visual aids, library and instruction --.........-..------------- 10, 000 
CT EE FI ca cei cc nccewensechdbnchducededeeke 140, 000 


Contract executed June 14, 1954; expiration date of contract June 14, 1955. 
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South Asia 


1. Afghanistan—Near East Foundation (NEF) 


Rural development project, to include testing methods and procedures in 
rural development; multiple village demonstrations in public health and sani- 
tation, agriculture, education, small-scale industry, and to train village level 
workers. Dollar amount: Approximately $300,000 for a 3-year period. Con- 
tract prepared and signed by NEF. Submitted to FOA/W for signature March 1, 
1955. 


2. India—American Friends Service Committee (AFSC) 

Rural demonstration and local worker training project near Madhaya Pradesh 
and Orissa. Includes agriculture, health and sanitation, home economics, and 
rural community activities. Dollar amount: Approximately $375,000. Contract 
SCC-8111 executed June 1951; expiration date June 30, 1956. 


Latin America 


1. Bolivia—International Development Services, Inc. (IDS) 


Implementation of agricultural credit, a countrywide project. Dollar amount: 
Approximately $262,000. Contract executed June 30, 1954; expiration date 
June 30, 1956. 


2. Haiti—International Development Services, Inc. (IDS) 


Artibonite Valley economic development program. IDS will provide tech- 
nical services as assigned in consultation, planning, organization, and admin- 
istration in collaboration with the USOM/Haiti staff. Dollar amount: Approxi- 


mately $59,200. Contract executed January 14, 1955; date of expiration, Jan- 
uary 14, 1957. 


B. COMPLETED 
Near East 


1. Jordan—Near East Foundation (NEF) 


Project for countrywide survey of approximately 150 representative villages 
to determine needs for community development at the village level. Dollar 
amount: sy $21,000. Contract executed October 11, 1954; contract 
ecember 31, 1954. 


completed 
Latin America 


1. Peru—International Development Services, Inc. (I DS) 

Project for agricultural and economic survey, Mantaro region of Peru, to 
determine problems and feasibility of an area development project. Dollar 
amount: Approximately $27,034. Contract executed June 9, 1954; contract 
completed November 15, 1954. Completion report submitted by IDS to FOA/W. 


Cc. 





UNDER CONSIDERATION 
Africa 


1. British East Africa—National Catholic Rural Life Conference (NCRLC) 


Community development project proposed, to include agriculture, techniques 
of cooperatives, credit unions, health education, and home economics at the 
village level. USOM/L referred proposal back to FOA/W on February 18, 1955, 
fur further consideration of policy matters involved prior to presentation to 
Colonial Office. 


2. Ethiopia—Young Women’s Christian Association (YWCA) 

Educational project; adult education center proposed for young women. 
USOM requested to expedite action on proposal, March 1955. 
8, Italian Somaliland—Mennonite Central Committee (MCC) 


Health and education project. Raspes by MCC discussed at exploratory 
conference FOA/W January 4, 1955. MCC informed FOA/W February 10, 1955, 
that project proposal has been referred to their field representative who has 
indicated preference for contractual relationship in fields of agriculture and 
community development. 
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4. Liberia—Unitarian Service Committee, Inc. (USC) 

Community health project. USC representative, on consultant basis, will 
make on-site survey of project requirements during March and April in coopera- 
tion with USOM and Liberian Government officials. Dollar amount: Estimated 
at approximately $299,000 for a 3-year period. 


South Asia 


1. Pakistan—International Voluntary Services, Inc. (IVS) 

Village development project. Exploratory conference FOA/W-IVS October 
27, 1954; IVS representative discussed project proposal with USOM in December 
1954; FOA/W-IVS conference January 14, 1955, after which CDD referred 
matter to USOM for consideration and comment. 


Far East 


1. Cambodia— Unitarian Service Committee, Inc. (USC) 


Cooperative education project. Need for project confirmed by USOM in 
TOUSFO A-184, November 4, 1954; FOA/W-USC conference November 15, 
1954. USC representative sent to Cambodia in February to develop project 
requirements in concurrence with USOM and host government. 


2. Korea—National Catholic Welfare Conference (NCWC) 


Educational project—a boys’ trade school proposed for academic and voca- 
tional training at Kwanju City. School to be sponsored by the Society of St. 
Columban; operated on a nonsectarian basis, and staffed by the Salesian Fathers. 
The project is tentatively approved by the Korean Ministry of Education. 
Exploratory conference FOA/W-NCWC on February 23, 1955; referred to 
USOM/Seoul FOATO 956, February 24, 1955. 

(Seoul, TOFOA 1088, March 2, 1955, requests reserve fund financing of project.) 


3. Laos and Cambodia—lInternational Voluntary Services, Inc. (IVS) 


Village improvement or regional development projects proposed by IVS to 
include agriculture, rural health and sanitation, housing, marketing, transporta- 
tion, etc. Exploratory conference FOA/W-IVS on January 21, 1955. Referred 
to USOMs for comment, Vientiane USFOTO A-8; Phnom Penh USFOTO A-1]1, 
January 27, 1955. 


4. Thailand—International Voluntary Services, Inc. (I VS) 


Proposed agricultural demonstration project. IVS would supply technical 
assistance in planning, management, and operation of 1 or 2 experiment stations. 
Exchange otf airgrams on subject matter—-TOUSFO A-392; USFOTO A-435 and 
USFOTO A-544. 


5. Vietnam—lInternational Rescue Committee, Inc. (IRC) 


Educational project—to develop on a workable basis the Popular Polytechnical 
Institute in Saigon. Exploratory conferences FOA/W-IRC November 15 and 
November 24, 1954. Reference airgrams: USFOTO A-219; TOUSFO A-282; 
TOUSFO A-324. Redraft of IRC project proposal referred to USOM March 5, 
USFOTO A-398. 


6. Vietnam—Mennonite Central Committee (MCC) 

Community development project. One to three teams proposed to conduct 
village level programs in agriculture, education, and health. FOA/W-MCC 
exploratory conference on February 18, 1955. Froposal referred to USOM/ 
Saigon USFOTO 1195 February 23, 1955; USOM to obtain host government 
reaction to proposal according to TOUSFO 1382, February 26, 1955. 


Latin America 


1. Guatemala—International Development Services, Inc. (I DS) 


Cooperative technical assistance project. As requested by the Director of the 
Servicio Agricola Interamericano, IDS will render technical advise and assistance 
to the Government of Guatemala in the establishment and administration of a 
program of supervised credit, land distribution, land development, and regional 
planning. Dollar amount estimated at $393,000 for a 2-year period. Contract 
being prepared for IDS-FOA/W signatures. 
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II. CooPpERATIVE RELATIONSHIPS 
A. IN FORCE 


Near East 
1. Iran—Iran Foundation (IF) 

Nurses training program. Two USOM nurses cooperate in the training of 
local national nurses at the Iran Foundation Hospital, Shiraz. 
2, Iraq—American Friends of the Middle East (AF ME) 

Counseling and orientation of Iraqi fellowship students, a cooperative arrange- 
ment whereby AFME will give a 3-day period of counseling and orientation of 
Iraqi students being sent to the USA as trainees by the USOM according to 
TOUSFO A-465, January 15, 1955. 

8. Jordan—American Friends Service Committee (AFSC) 

Village development in agriculture; five villages near Jerash. USOM and 
Jordan Ministry of Agriculture furnish technical advice, supplies, ete. Principal 
financing by the Ford Foundation. 


Far East 


1. Taiwan (Formosa)—Aid Refugee Chinese Intellectuals, Inc. (ARC1) 

Self-help housing projects, countrywide. ARCI finances own program, USOM 
provides technical advice. 
2. Taiwan (Formosa)—National Catholic Welfare Conference (NCW C) 

Self-help housing projects, countrywide. NCWC financing own program. 
USOM provides technical advice. 


Latin America 


1. Chile—Cooperative for American Remittances Everywhere (CARE) 


“CARE has been helpful in the area with the distribution of tool kits for 
farmers and carpenters. The USOM has helped this private organization in the 
distribution, and with the planning of other projects.”” Reference: USOM/Chile 
TOUSFO A-218, December 9, 1954. 

2. Chile—The Maryknoll Fathers 

“Informal but helpful interchange of ideas and information with the Maryknoll 
Fathers located in the area has broadened the scope of that mission’s (agricultural) 
program and has brought another voluntary agency into cooperation with the 
point 4 mission and the servicio staff.’’ Reference: USOM/Chile TOUSFO 
A-218, December 9, 1954. 

3. Chile—Rockefeller Foundation 

“The Rockefeller Foundation again visited the area in September and has 
agreed to work in close collaboration with the program in Chillan. It will do 
(agricultural) experimental work and use the facilities of the experiment station in 
Chillan.”” Reference: USOM/Chile TOUSFO A-218, December 9, 1954. 

4. Paraguay— Mennonite Central Committee (MCC) 

A cooperative arrangement facilitating assignment of MCC personnel to the 

USOM agricultural servicio staff. 


B. UNDER CONSIDERATION 
Near East 


1. Egypt— Mission de L’ Afrique Centrale 
Technical assistance for vocational training school in textile weaving at Aswan. 


Far East 


1. Vietnam—American Red Cross (ARC) 

ARC representative to discuss cooperative relationship possibilities with 
USOM/Saigon relative to training Vietnamese Red Cross officials brought to 
the United States of America by FOA according to USFOTO A-235 and A-361, 
February 18, 1955. 
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South Asia 
1. India—Boys’ Town of India 


Referred to USOM/India for investigation upon return of the Boys’ Town 
director who discussed matter with FOA/W in October 1954. 
2. Nepal—United Medical Mission 


Health-technical assistance for hospital facilities. Referred to USOM/Nepal, 
USFOTO A-43. USFOTO A-98, January 19, 1955, requesting USOM to advise 
FOA/W of developments concerning proposal. No reply as of March 7, 1955, 


8. Nepal—Father Moran’s School 


Assistance for educational project. Referred to USOM/Nepal, USFOTO A-43. 
USFOTO A-98, January 19, 1955, requesting USOM to advise FOA/ W of develop- 
ments concerning proposal. No reply as of March 7, 1955. 


Latin America 


1. Haiti—Mennonite Central Committee 


A cooperative ar.angement proposed by MCC for assignment of MCC per- 
sonnel to USOM staff. Exploratory conference FOA/W-MCC January 4, 1955. 
To be referred to USOM for consideration, host government concurrence, and 
administrative procedures. 


2. Paraguay— Mennonite Central Committee 


Cooperative Asuncion-Chaco road construction project desired by MCC. Ex- 
ploratory conferences held by FOA/W-MCC. Also discussed at field level by 
USOM/Paraguay and MCC representatives according to USFOTO A-326, 
December 28, 1954. USOM cooperation under consideration for engineering 
assistance and technical supervision of construction 

(Also under consideration for special reserve fund financing.) 
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APPENDIX 7 


ILLUSTRATIVE CoNTRACT BETWEEN A UNITED States CoLLEGE AND 
A FoREIGN COLLEGE 


(Notre.—The illustration which follows is in terms of a contract between two 
colleges, to be financed partly by FOA and partly by the foreign government 
and/or foreign college. With minor adjustments in terms and supporting docu- 
ments, this draft could also be utilized to cover several alternative arrangements. 
Thus the contract could be between the U. S. College and FOA itself, or with a 
joint fund or Servicio or with a foreign government or agency instead of with the 
foreign college. Similarly, the financing could be through any combination of 
FOA, Joint Fund, the foreign government, or the foreign college.) 


CONTRACT 


between 


between College, 
organized and existing under the laws of 
(host country) 
(hereingfter referred to as the “Host Country”), having its principal office at 
(referred to below as the 
“College” and University, an educa- 
tional institution chartered by the State of 
with its principal office in the City of 
State of 
the “‘Contractor’’). 
The College and the Contractor mutually agree as follows: 


ARTICLE I. SCOPE OF SERVICES TO BE PERFORMED BY CONTRACTOR 


A. The College employs Contractor, and the Contractor accepts such employ- 
ment, to carry out during the term of the contract projects and activities in the 
fields of public health, education, agriculture, veterinary medicine, engineering, 
public administration, labor relations, home economics, business administration, 


for the purpose of strengthening 
(other fields) 


the educational, research, and extension programs of the College, as Provided 
in Exhibit I, attached hereto and hereby made a part of this contract. It is 
understood that Exhibit I may be modified or supplemented from time to time 
by agreement of the Contractor and the College. 

B. In carrying out such projects and activities, the Contractor shall: 

1. Maintain in residence in the Host Country a staff composed of a Chief 
Advisor who shall be the representative of the Contractor in the Host Coun- 
try and who shall be responsible for the supervision of the performance of all 
duties undertaken by the Contractor and other staff members and short- 
term consultants as specified in Exhibit I. 

2. Provide such personnel in the United States as may be necessary to 
carry on operations in the United States as specified in Exhibit I. 

3. Furnish supervision and direction of its personnel and activities under 
the contract and supply additional services and materials to support opera- 
tions hereunder as specified in Exhibit I. 


ARTICLE II. CONDITIONS GOVERNING OPERATIONS BY CONTRACTOR 


A. It is understood that the above services will be performed under the general 
direction of the College, pursuant to the work plans agreed to by the College and 
the Contractor. 

B. Before commencing any project provided for under the contract or any 
supplement or amendment thereto, the Contractor and the College shall agree 
upon a general work plan, budget, and table of organization, indicating the basis 
upon which the Contractor proposes to carry out such project. Projects shall 
be carried out in accordance with such agreed work plans, budgets, and tables 
of organization, provided, that it is understood that appropriate modifications 
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of such budget estimates may be made by the Contractor in carrying out such 
work within the total amount specified in such budget. ‘These documents shall 
be supplemented and revised as necessary whenever the College provides addi- 
tional funds to the Contractor; and they may be supplemented and revised by 
mutual agreement at any other time. 

C. Contractor agrees, if requested by the College, to submit biographical 
information on any of the individuals now or hereafter employed directly on the 
performance of the contract; provided, that in respect of personnel to be sent 
overseas for work on the contract, Contractor shall obtain prior approval from 
the College. On the written request of the Government of the Host Country 
(including written requests of the College made through the Government of the 
Host Country) transmitted to the Contractor through diplomatic channels or 
through the Director of USOM, the Contractor will terminate the employment on 
the contract of any individual or individuals serving under the contract in the 
Host Country. 

D. Each staff member sent to the Host Country by the Contractor will serve 
under the contract for a period of not less than two years, including orientation 
time in Washington, D. Cc. travel to and from the Host Country, and leave taken 
during this period, unless otherwise stipulated in writing by the parties hereto. 
This provision shall not apply to consultants specifically employed for shorter 
terms. It is understood that Contractor will enter into written employment 
contracts with such staff members on terms not inconsistent with the provisions 
of this contract. [I inal sentence may be inserted at option of U. S. university.] 

IX. The Contractor shall prepare and submit to the College semi-annual 
progress reports, the first to be submitted within six months of the arrival of 
the first member of the staff referred to in Section B-1 of Article I. These reports 
shall cover progress made, plans for the following period, and recommendations 
concerning current needs of the College. The Contractor shall submit a,final 
report upon completion of activities under the contract. 


ARTICLE III. FACILITIES AND SERVICES TO BE PROVIDED BY THE COLLEGE 


The College, in order to assure full local benefits from the work as well as its 
expeditious conduct, agrees to: 

A. Make a clear assignment of responsibility to the appropriate officials of the 
College for the development of this undertaking. 

B. Provide, without charge to the Contractor, such facilities, services, and 
assistance in carrying out its work in the Host Country as are set forth in Exhibit 
II attached hereto and made a part of the contract. 

C. Develop, to the extent permitted by its available resources, its own person- 
nel, facilities, programs, and activities to permit the early and effective accomplish- 
ment of the objectives of the contract. These shall include, but not be limited to, 
the specific matters described in Exhibit II. 


ARTICLE IV. FINANCIAL PROVISIONS 


A. In consideration of the services to be performed by the Contractor, the 
College will pay the Contractor for the costs of services to be performed hereunder; 
provided, that in no event, without the prior written approval of the College, 
will such payments exceed the equivalent of $———— in all currencies (of which 
not more than $———— shall be U. 8. dollars). For purposes of this contract the 
equivalent of currencies to U. 8. dollars shall be determined by applying the 
official commercial rate of exchange of conversion factor applicable in connection 
with the conversion of dollars into such other currencies for the purpose of export 
transactions from such country prevailing on the date of this contract; provided 
that in the event of any substantial change of such rates a new rate shall be agreed 
upon by the College and the Contractor on the basis of the foregoing formula. 
|Notre.—This formula may require modification for particular countries.] 
Such payments shall be made at such times and in such manner as set forth in 
Exhibit III attached and hereby made a part of this agreement. 

B. It is understood by parties hereto that the funds to be paid to the Contractor 
by the College are to be derived in general from the following sources in the 
estimated ratios and amounts indicated: 

1. Upon request of the Government of the Host Country, % up toa 
maximum of $ , or its equivalent in other currencies, are expected to be 








provided through the Foreign Operations Administration, an agency of the 
Government of the United States of America (referred to below as FOA) in 
accordance with relevant agreements between the Government of the United 
States and the Government of the Host Country. 
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2. ———-%, up to a maximum of local currency are expected to be 
provided by the Governidetat of the Host Country. 

3. %, up to a maximum of $———— local currency will be provided by 
the College from its own funds, in addition to the services and facilities provided 
without charge by the College as specified in Exhibit IT. 


ARTICLE V. RIGHTS AND OBLIGATIONS OF THE FOREIGN OPERATIONS ADMINISTRATION 


In consideration of the financial participation of FOA anticipated by the parties 
hereto, the College and the Contractor agree that FOA shall have such rights in 
connection with the contract as shall be set forth in the Letter of 
Commitment/Guaranty referred to in Exhibit ITI. 


ARTICLE VI. GENERAL PROVISIONS 


A. Responsibility of the Contractor—The Contractor assumes full responsibility 
for the efficient and diligent performance of all services to be rendered by it under 
the contract. 

B. Use of Records.—The recommendations furnished pursuant to Article I 
hereof, and all notes, memoranda, and other technical data, etc., furnished by 
the Contractor pursuant to or developed in connection with the provisions of the 
contract, shall become and remain the property of the College, and the College 
shall have the right to use them for any hentatindin! purpose without any additional 
compensation to the Contractor. Any such data, etc., in the possession of the 
Contractor shall be delivered to the College whenever so requested. 

C. Tazes and Customs Duties.—It is understood that all payments made to the 
Contractor by the College or by the Contractor to its employees under the 
contract shall be exempted to the extent permitted by the law of Host Country 
from any taxation which may now or hereinafter be imposed thereon by the law 
of the Host Country. Personnel of the Contractor shall also be exempt from all 
other local levies, including custom levies applying to any items imported by the 
Contractor personnel and their dependents for their use or consumption, to the 
same extent as FOA personnel of equivalent rank, or shall be reimbursed by the 
College for such levies. [Notn.—To the extent the tax exemptions noted above 
are covered by agreements with the Host Country, reference may be made to such 
agreements in this section.] 

D. Title.—Title to all equipment, materials, and supplies, the cost of which is 
reimbursable to the Contractor by the College, shall be in the name of the Colege 
and all such equipment, materials, and supplies shall be turned over to the Col- 
lege upon completion or termination of the contract. 

E. Conformity to Host Country’s Regulations—Contractor agrees that it and 
its personnel, while in the Host Country, will abide by all applicable laws and 
regulations of the Host Country and political subdivisions, states, and municipali- 
ties thereof. 

F. Assignment.—The Contractor shall not assign, transfer, pledge, or make 
other disposition of the contract without first obtaining the written consent of 
the College. 

G. Inspection.—In order to assure continuous and cooperative planning and 
operations hereunder, the Contractor shall encourage and permit the College or 
its authorized representatives, at all reasonable times to visit the Contractor’s 
facilities and to inspect the facilities, activities, and work pertinent to the contract, 
either in the United States or abroad, and to interview personnel engaged in the 
performance of the contract to the extent deemed necessary by the College. 

H. Subcontracts—To the extent work hereunder is subcontracted or specified 
in Exhibit I, Contractor shall require each subcontractor to agree to the relevant 
provisions of the contract as fully as if such subcontractor were a party hereto. 


ARTICLE VII. DURATION AND TERMINATION 


A. Period of Contract 


1. Effective date-——The contract shall be effective as of , 19 ._, upon 
execution by the parties hereto and upon establishment of the FOA Letter of 
Commitment/Guaranty referred to in Article V and Exhibit III. 

2. Term and Termination.—The contract shall remain in force for a period of 
3 years from the effective date hereof unless previously terminated in accordance 
with the provisions set forth below. 

(1) In the event that FOA financing under said Letter of Commitment/ 
Guaranty shall be terminated and the Coilege does not otherwise make available 
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sufficient financing under the contract in a form acceptable to the Contractor the 
obligations of both parties hereunder shall terminate on the date of termination 
of FOA financing. 

(2) The College may terminate the contract on 90 days’ written notice to the 
Contractor. 

(3) The Contractor shall not be liable for any delay in performing its obliga- 
tions hereunder if any such delay arises from causes beyond the control and without 
the fault or negligence of the Contractor, provided that the Contractor gives 
prompt notice thereof to the College. If such causes shall prevent performance 
hereunder for a continuous three-month period after such notice, Contractor 
may terminate this contract on 90 days’ notice to the College. Such causes 
include, but are not limited to, acts of God or of the public enemy, fires, floods, 
epidemics, strikes, quarantine restrictions, acts of Government, and unusually 
severe weather. 

(4) If the College through the Government of the Host Country does not 
furnish the Contractor with either a Certificate of Performance as specified in the 
letter of commitment referred to in Exhibit III to this contract or a statement of 
the reasons for failure to consider satisfactory the Contractor’s performance 
hereunder, within sixty days after receipt of the Contractor’s request for such 
certificates, the Contractor shall have the right to terminate this contract on 
thirty days’ notice to the College. 

(5) If the College is unable or otherwise fails to fulfill its obligation as set forth 
in Articles III and IV above, the Contractor may terminate the contract upon 
sixty days’ written notice to the College. 

B. Obligations upon Termination.—In the event of any such termination, the 
Contractor shall make every effort to maximize the usefulness to the College of 
that portion of the work which has been accomplished and to minimize the 
College’s obligations hereunder and the College: 

1. Shall furnish for the Contractor’s personnel and their dependents return 
transportation and travel allowances for their return to their homes in the U. S. 
and living quarters and cost of living allowances due them up to date of their 
departure; 

2. Shall reimburse the Contractor for salaries paid to staff members performing 
work under the contract for the remainder of the period of their agreed period of 
service with Contractor to the extent Contractor is liable to make such payments 
under its arrangments with such employees; provided that such payment shall 
not extend beyond one year from the effective date of termination or beyond the 
original expiration date of the contract as specified in Article VII-A, whichever is 
earlier; and 

3. Shall reimburse the Contractor for all other expenditures and obligations 
properly incurred by Contractor hereunder and unpaid at the effective date of 
such termination. 

IN WITNESS WHEREOF, the parties hereto have executed this contract on the 
day and year first above written. 


U. 8. University 


APPENDIX 8 


ILLUSTRATIVE FOA LETTER or COMMITMENT/GUARANTY 


(Note.—This draft assures that the U. 8. College will be reimbursed for dollar 
expenditures made by it under the contract with the foreign college; if appropriate, 
the Letter of Commitment may provide for advances to the U. 8. College.) 

To: U.S. College: 


Re: Contract dated__..-.---- between (host country) college and (U. 8. 
College) contractor under Project Agreement.--------- between 
the Governments of the United States of America and (host country) 
as ei nto Sh ceceran 


Dear Sirs: The Director of the Foreign Operations Administration, acting for 
the United States of America, hereby undertakes, as herein provided, to make 
payments not in excess of ____-_- , on the amounts to which you may become en- 
titled in accordance with Article IV, B-1 and VII, B and Sections 1, 2, 3, 5, 8, 
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and 9, Article A of Exhibit III of said contract; provided that in no event shall 
any such payments be made in respect of amounts to which you may become en- 
titled in accordance with Article III, IV, B-2 and B-3, and VI C of said contract, 
or Sections 4, 6, and 7 of Article A and Section 6 of Article B of Exhibit III to 
said contract. 

In consideration of the obligation assumed by the Foreign Operations Adminis- 
tration to make payments to you under this Letter of Commitment/Guaranty 
and in accordance with the provisions of Article V of said contract it is understood 
that you will: 

(1) obtain the prior written approval of the Foreign Operations Adminis- 
tration of: (a) any amendments to said contract, including the Exhibits 
thereto, and (b) any other action involving payment to be made to you pur- 
suant to said contract which is subject to approval by the College; 

(2) confer on the Foreign Operations Administration the same rights and 
authority as provided the College under Articles II-B (approval of work 
plans), C (personnel), and E (reports), and VI—-F (assignment), and G (in- 
spection) of said contract, and Article A and Sections 4 and 5 of Article B, 
Exhibit III of said contract as fully as if the Foreign Operations Adminis- 
tration were a party to said contract; it is also understood that you will, 
at the written request of the Foreign Operations Administration, terminate 
the employment on the contract of any individual or individuals if the Foreign 
Operations Administration is of the opinion that such termination is required 
for security reasons; 

(3) require personnel assigned to work under said contract to receive 
orientation to be furnished by FOA, if so requested by FOA; 

(4) carry out operations in the Host Country under said agreement under 
the general direction of the Director of the United States of America Opera- 
tions Mission in the Host Country or his designee on matters relating to the 
general scope and nature of your activities in each project undertaken under 
said contract, coordination of your operations with other technical assistance 
activities in the Host Country, relations with the Government of the Host 
rah and conduct and discipline of personnel when stationed in the Host 

ountry: 

(5) make prompt notification of any reimbursement adjustments requested 
by the College pursuant to paragrapb B—5 of Exhibit III of said contract. 

The estimated maximum value of said Agreement is The Director of 
the Foreign Operations Administration undertakes to amend this Letter of Com- 
mitment/Guaranty to make further additional payments in accordance with the 
Economic Cooperation Act of 1948, as amended [Act for International Develop- 
ment, as amended] and the Mutual Security Act of 1951, as amended, conditional 
upon the appropriation by Congress of additional funds to the Foreign Operations 
Administration and allotment by the Foreign Operations Administration of a 
portion of such funds for the account of the Government of and the allo- 
cation of a portion of such allotment [by program or project agreement with FOA 
or otherwise] by the Government of to the making of dollar payments 
under said Agreement. [Note.—This paragraph is only applicable if the original 
FOA oe commitment is less than the estimated dollar amount of the College 
contract. 

In any event, the Foreign Operations Administration reserves the right to 
terminate its obligation to make any or all payments to you hereunder upon 90 
days notice in writing to you at the above address, in which event payment here- 
under shall be limited to the items specified in Article VI-B of said Agreement; 
provided that the Foreign Operations Administration shall have no obligation to 
make payments to you hereunder after June 30, 1956, unless such date has previ- 
ously been extended. 

Except insofar as inconsistent herewith, all provisions of said Agreement are 
incorporated herein by reference. 

Payments will either be made to you by the Foreign Operations Administration 
upon monthly submission of the documents described in Appendix B attached, 
or at your option, by way of advance to you under the following terms and con- 
ditions: 

1. Upon your presentation to FOA of an appropriate voucher, SE-1146 in 
original and three copies, FOA will advance you the sum of $ to cover the 
first three months’ requirement of funds. Accounts for such funds shall be 
separately maintained on your books and you will take such steps as may be 
necessary to assure that such funds shall not be subject to attachment, lien, seizure, 
or other legal process by any person, firm, agency, corporation or government. 
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2. When the balance of funds previously made available to you hereunder falls 
to approximately $____-- [an amount sufficient for about one months’ operation], 
additional advances will be made from time to time by FOA in amounts approxi- 
mating $__._.- each upon your submission of voucher Standard Form 1146, in 
original and three copies, supported by estimates of costs and expenses expected 
to be incurred from such advances. 

3. You will use funds so advanced only at the rate required properly to perform 
your services in connection with said contract and will expend all funds with- 
drawn only in accordance with the terms and conditions of the contract and this 
letter of Commitment. You will be directly responsible to FOA for expenditure 
of all funds advanced hereunder, will account directly to FOA quarterly, the docu- 
mentation described in Appendix B attached (except that SF 1146 shall be in the 
form of a no-pay voucher) and such other documents as may be required by FOA 
to substantiate costs; and will promptly refund to FOA any amounts not expended 
or accounted for under the terms of said contract and this letter of commitment. 

4, On termination of this agreement you will promptly return to FOA that 
portion of any amounts advanced hereunder which are unexpended and 
unobligated on the date of termination of the contract. 

This letter of Commitment/Guaranty shall expire June 30, 1956, unless such 
expiration date has previously been extended. 

Your acceptance of the terms and conditions hereof shall be indicated by 
causing your duly authorized officer or officers to execute this Letter of Com- 
mitment/Guaranty and the enclosed counterpart hereof and by then returning 
such counterpart to this office. This Letter of Commitment/Guaranty shall be 
effective when you have so indicated your acceptance. 

Very truly yours, 


Authorized Representative 


Accepted: 


(Nots.—This Letter of Commitment/Guaranty may be assigned only as on the 
form set forth in Appendix A to this letter and only to a banking institution 
organized under the laws of the United States, any State, Territory or Possession 
thereof, or the District of Columbia.) 
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FOREWORD 


India and Communist China together account for more than 
one-third of all the people in the world and considerably more than 
the Soviet Union, Western Europe, and the United States combined. 
They likewise have substantial natural resources. 

Since World War II, both of these countries have undergone far- 
reaching political changes, and both have embarked on programs of 
economic development. ‘These political and economic changes began 
against backgrounds in each country that had many common charac- 
teristics—predominantly agricultural economies, extreme poverty, low 
production, and maldistribution of wealth and income. 

Yet the courses chosen by the two countries could hardly be more 
diverse. China has a Communist political system, and its economic 
planning, like that of the Soviet Union, has emphasized capital invest- 
ment and industrialization virtually to the exclusion of any immediate 
increases in the standard of living. Indeed, this program, which 
requires large savings out of a small national product, may even result 
: the short term in further depressing the already low standard of 
iving. 

india: on the other hand, has a democratic political system, and its 
economic planning has emphasized the widespread diffusion of eco- 
nomic benefits among the total population. 

In a word, China is proceeding along rigid totalitarian lines, India 
within the framework of a free society. The Chinese Communist 
Government operates through ironclad edict, the Indian Government 
through persuasion and “‘the consent of the governed.” 

Under the best of circumstances, it would be difficult to make pre- 
cise comparisons of relative progress in these two countries. The 
differing approaches suggest China will make the greater progress 
initially in terms of percentage of gross national product invested, but 
that India will make the greater progress in terms of rising standards 
of living. The question remains of whether, over the long term, the 
greater Chinese investments will pay off more substantially than the 
more widely diffused efforts in India. This question cannot be 
answered on the basis of data now available. 

These data do, however, have implications which should be dis- 
turbing to free nations everywhere. ‘This is particularly the case in 
the light of the recent example of the Soviet Union which, following 
the same pattern of development as China, has now in the course of a 
single generation reached the position of having an exportable surplus 
of technical skills and certain types of capital equipment. If China 
should make comparable progress in the course of another generation, 
and channel that progress into aggression, the consequences for the 
United States and other free nations would be incalculable. 

The seriousness of these consequences is likely to be compounded 
to the extent that India falls behind China. Despite the success of 
the Indian first 5-year plan, such data as are presently available are 
not completely reassuring on this point. The Indian Government is 


344 








FOREWORD 345 


making a very considerable and effective effort. Whether or not 
present progress is adequate to satisfy the legitimate aspirations of 
the Indian people, however, is a question to which the world needs to 
give serious thought. 

Because of the importance of the relative rates of economic develop- 
ment in India and Communist China, the Subcommittee on Technical 
Assistance Programs of the Senate Committee on Foreign Relations 
asked the Legislative Reference Service of the Library of Congress 
to make a factual study of the progress of the two countries. The 
results of this study are presented herewith and speak for themselves. 
So far as China is concerned, the study necessarily relies very heavily 
on Communist sources which, in addition to their other drawbacks, 
frequently cite economic statistics in terms of percentages Never- 
theless, the study should provide valuable information, not only for 
the subcommittee, but also for the Senate as a whole and for the public 
at large. 

This study was prepared, under the supervision of the staff of the 
Foreign Relations Committee, by J. Clement Lapp of the Legislative 
Reference Service of the Library of Congress. The accompanying 
maps were prepared by Robert Bostick, also of the Legislative Refer- 
ence Service. On behalf of the subcommittee, I express our deep 
appreciation to Messrs. Lapp and Bostick, both of whom took great 
pains to present extremely complicated data in a meaningful form. 
Of course, no inference as to the views of the subcommittee should be 
drawn from any information or conclusion herein. 


Mike MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 


June 2, 1956. 
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ECONOMIC DEVELOPMENT IN INDIA AND 
COMMUNIST CHINA 


I. INTRODUCTION 


India and Communist China are the giants of Asia. Their com- 
bined area (5,001,913 square miles) is greater than that of all Europe 
(4,955,000 square miles). The combined population (939,494,624) is 
greater than that of Europe, Africa, and both North and South 
America (920 million). 

India achieved independence on August 15, 1947. The Chinese 
Peoples Republic was promulgated on October 1, 1949. As of those 
dates both countries have launched economic development programs 
in a determined effort to bridge the wide economic gulf between 
themselves and the West. While their broad economic aims have 
similarities, many differences exist in the detailed objectives and 
particularly in the means employed in achieving their goals. In the 
attainment of their economic goals the methods of the two countries 
are conditioned by divergent political, economic and social philosophies. 
On the one hand, India is proceeding with a view to preserving and 
enhancing free institutions. In contrast, China is employing the 
totalitarian methods and control devices of Communist dictatorship. 
As these two massive countries progress in their economic development 
many peoples, particularly in Asia, may be viewing that development 
as a test of the comparative merits of the two political systems. Ina 
political sense, therefore, the implications of the economic race extend 
beyond the actual economic development of the two countries, 

Perhaps even more important, however, are the political effects 
which may be expected within the two countries themselves. These 
effects will be of two kinds: those flowing from economic develop- 
ment itself and those flowing from the relative progress of the two 
countries in economic development. These effects, particularly 
those of the first category, are unpredictable. It may reasonably be 
assumed, though, that if either country should fall seriously behind 
in its development program, far-reaching political changes would 
ensue. This would be particularly true if the other country were 
making spectacular progress at the same time. 

The purpose of this study is to compare some aspects of the economy 
and the economic development activity in the two countries. An 
attempt has been made to indicate the basic economic development 
positions of India and China and to set forth the highlights of their 
economic development programs. For the most part the factual 
information on development is taken from official records or state- 
ments by leaders of India and China. 

The use of official data in some instances must be qualified. Like- 
wise, most of the responsible studies of economic development in 
India and China which are quoted are replete with cautions and quali- 
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fications. Beyond this, there is a danger in attempting to compare 
separate sets of data labeled “China” and “India” which often are 
developed on different bases and are qualified to the extent of not 
being entirely comparable. Notwithstanding these limitations, a com- 
parison of even the qualified data may serve a useful purpose in 
attempting to assess the extent to which the two systems are effective 
in achieving their goals. 


Il. Tur INHERITED Economiss: 1947-49 


Many general similarities existed between the economies of India 
and China at the time India achieved its independence in 1947 and the 
Communists assumed power in China in 1949. In both countries the 
ancient civilizations had felt the impact of western commercial and 
industrial enterprise. Though both remained predominantly agri- 
cultural, each had made modest beginnings toward industrialization. 
In the main, the existing modern factories in both countries were de- 
voted to the production of light consumer articles, particularly textiles. 
The Japanese had developed heavy industry during their occupation 
of Manchuria, but this did not become integrated with the Chinese 
economy until later and after much of the equipment had been re- 
moved by the Russians. China and India began their development 
programs, therefore, from a point at which neither country had made 
any great progress in heavy industry. In each country a large per- 
centage of the industrial production was from cottage and handicraft 
industries. 

In both countries primitive methods of soil cultivation were followed. 
Intensive cultivation, particularly in China, with high vields per acre 
but low output per man was characteristic. There was practically 
no mechanized farming. Land was fragmented into small individual 
holdings. Land rents were high and agricultural loans bore high 
interest rates. The system of landlords, intermediaries, and tenants 
was found both in India and China. Though railways were further 
developed in India, in both countries communications were inadequate, 
making for segmentation and a high degree of local self-sufficiency. 
Both relied heavily on transportation by human bearers, pack animals 
and small watercraft. This isolation of large areas ‘of India and 
China intensified the effects of periodic famine. Although elaborate 
canal systems had existed from ancient times, vast areas of fertile 
land awaited the harnessing of the great rivers and the development 
of large-scale irrigation projects. Both countries suffered from peri- 
odic drought, floods and soil erosion. Both felt the burden of intense 
population pressure. Each country had extremely low national in- 
come and a prevailing standard of living which was impoverished by 
comparison with real per capita income and living standards in the 
Western World. 

In addition, the new government in each country had to cope with 
extraordinary economic dislocations. In India, these dislocations 
resulted from the partitioning of the subcontinent at the time inde- 
pendence was achieved in August 1947. India’s food position had 
been serious since the Burma Rice Bowl was separated from India 
in 1937. Food had been imported in quantity since about 1943. Asa 
result of the partitioning, India retained about 82 percent of the 
population but received only 69 percent of the irrigated area, 65 
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percent of the wheat area and 68 percent of the rice area. West 
Punjab, Sind, and the Sylhet district of Assam, which annually 
produced nearly a million tons of surplus grain, became part of 
Pakistan.’ India’s textile industry was disrupted as a result of the 
inclusion of extensive jute and cotton producing areas in Pakistan 
while the textile mills remained in India. Immediately following 
partitioning the Governments of both India and Pakistan were faced 
with the task of feeding and housing the millions of uprooted refugees. 
As a result of communal disturbances in the Punjab in the late summer 
of 1947, some 5 million refugees had crossed into India.? India’s 
industrial production, which had expanded during World War II, 
had declined in the immediate postwar period. Reconversion to 
peacetime production had been slow. Machinery was worn out and 
the replacement of capital equipment was difficult. Industrial pro- 
duction also had been affected by the ending of Government priorities 
for raw materials. Besides a shortage of raw materials, production 
had been further retarded by widespread labor unrest. 

The deterioration of communications had an impact on the entire 
economic structure. As of 1947, the railway system still bore the 
scars of depreciation resulting from wartime usage. Many freight 
cars were immobilized and there was a scarcity of passenger cars, 
locomotives, and spare parts. The partition then split the railway 
system between India and Pakistan and imposed a slowdown during 
the transfer of railway personnel between the two countries. Rolling 
stock had to be diverted to handle the movement of refugees. Among 
other immediate difficulties arising from the partition was the division 
of fixed assets including railway property, post offices, and telegraph 
lines. There were further problems with regards to such questions 
as currency and coinage, Government liabilities, the sterling assets 
of the Reserve Bank of India, the distribution of cash balances, and 
the avoidance of double taxation. 

In China, at the time the Communist government came into power in 
September 1949, all segments of the economy had been dislocated by 
the civil war. Apart from long-range economic needs, there was the 
urgent need for restoring production and the exchange of goods and 
services. Underlying the immediate effects of the civil war, China 
had made only slight gains in recovering from the effects of World 
War II. Among China’s wartime losses (excluding Manchuria) were 
90 percent of the productive capacity of the machine and light metal 
industries and 70 percent of the productive capacity of the coal, 
electric power, and iron and steel industries.* China’s installed power 
capacity had been cut by half. The industrial capacity of factories in 
the area south of the Great Wall had been damaged. In addition to the 
basic need for increased production and exchange of goods and services, 
it was necessary to reintegrate the Japanese occupied areas into China 
proper. There were also natural calamities. During 1945 and 1946, 
central and south China suffered from drought and in 1949 agricultural 
production was affected by floods. 

As the Communist armies advanced southward, inflation, which 
had soared during World War II, became incredibly acute. For 





1 India, ministry of Information, Since Indenendence: Aucust 15, 1947-August 15. 1941, New Delhi 1952. 

2 Approximately 8,500,090 persons crossed the borders of the newlv defined Hindu and Muslim areas 
during 1947. U.S. Denartment of Commerce, Economic Review of India 1947, Internationa] Reference 
Service, vol. 5, No. 48, July 1948. 

3 ECAFE, Economic Survey of Asia and the Far East, 1947, Shanghai, 1948, p. 79. 
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example, between December 1947 and May 1948, the index of 
currency in circulation (based on 1937=100) rose from 2,187 to 
8,437,500.4 The continuing hostilities with the Communists not 
only burdened the budget and diverted manpower from production 
but negated such efforts as were being made to increase production 
and to restore and stabilize the economy. 

Thus, in both India and China, before embarking upon long-range 
economic development programs the new governments were con- 
fronted with the immediate need for resolving the economic disloca- 
tions which existed as result of World War II and the very circum- 
stances under which each had come into power. The various seg- 
ments of the economies of the two countries are compared as of the 
approximate time each came into power, 1. e., as of the 1947-49 period. 


A. DEMOGRAPHIC COMPARISON 


A census taken in 1947 placed the population of China at 462,789,- 
093.2 The Communist Government announced in November 1954 
that the population of the China mainland was 582,603,000. The 
population of prepartition India at the 1941 census was 314,766,380. 
The census of 1951 placed India’s population at 356,829,485. Both 
hgures exclude Jammu and Kashmir (4,410,000) and the tribal areas 
of Assam (560,000).’ 

The average density of population of China has been estimated at 
123 persons per square mile and of India, 280 persons per square mile 
as compared with 44 in the United States and 964 in Java.’ In China 
the population is most dense along the eastern seaboard, the Yellow 
River plain, the Yangtze and Pearl River Deltas and in the Szechuan 
Basin. The average density in the Yellow River plain is 647 and in 
the Szechuan Basin 580 per square mile.® Within India the popula- 
tion is most dense in a belt which extends from the irrigated plains of 
the Punjab, down the Ganges Valley and along the eastern coast of 
the subcontinent around the tip to the Gulf of Cambray. Within this 
area representing 32 percent of the total area of India is found 69 per- 
cent of the population. The average density in the Ganges plain is 
686 per square mile and in the Bengal area 829.” 

In terms of the number of persons per square mile of cultivated 
land, the 1941 population density figure for India was 535." For 
China it was 1,485." Both India and China have high birth and 
death rates. China has a somewhat higher rate of population growth. 


4 Huang, A. C., Inflation in China, Quarterly Journal of Economics, August 1948 and International 
Financial Statistics. 

6 China Handbook: 1954-55, The China Handbook Editorial Board, Taipei, Formosa, 1954. 

6 New China News Agency, London, June 21, 1954; New York Times, November 10, 1954. In addition 
to oe eeeend population, the population of Formosa was estimated at 7,592,298 and overseas Chinese 
at 11,743,320. 

? The International Yearbook and Statesman’s Who’s Who. Burke’s Peerage Ltd., London, 1954. 

8 Cressey, George B., Asia’s Lands and Peoples, New York, McGraw Hill 1951, 44 pp., and Kingsley 
Davis, The population of India and Pakistan, Princeton University Press, 1951, 18 pp. Kingsley Davis 
oeeeres the 1941 average density of 246 per square mile in prepartition India with 130 per square mile in 

na proper. 

® Cressey, op. cit., pp. 44, 128. 

10 Kingsley Davis, op cit., p. 18. 

11 Thid., p. 21. 

12 Cressey, George, op. cit.,?p. 44. 
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The annual rate of population growth in China in 1954 was placed 
at 2 percent. In India during the period 1941-51 the average annual 
rate was about 1.3 percent. 

For purposes of comparison, in the United States recent population 
growth has been at a rate of 1.7 percent, about midway between that 
of China and India. 


B. NATIONAL INCOME COMPARED 


Comparisons of national income, per capita income, and other 
devices for measuring the degree of poverty or prosperity in India 
and China do not adequately depict the misery of large segments 
of the population in both countries. They may serve to indicate in 
a general way, however, the level or standard of living which the 
governments in both countries are struggling to improve. 

The various available estimates indicate that during the war and 
immediate postwar period, income in India not only exceeded that 
in China but also increased at a faster rate. In terms of 1936 prices, 
China’s national income declined 9.2 percent between 1936 and 1946. 
By contrast, there was a real increase of 7 percent in India’s national 
income between 1931 and 1942. The comparison is not exact because 
of the different periods involved, but it is indicative. 

United Nations studies place per capita income for China in 1946 
at U. S. $23.13 and for India in the same year at $42.61. The com- 
parable figures for 1949 are U. S. $27 in China and U. S. $57 in India.* 
Thus, while per capita income in China rose 16.3 percent, per capita 
income in India increased 33.8 percent. It might be noted that 
these are both quite high rates of increase, although computed from 
a very low base. In the same period—i. e., 1946-49—in the United 
States, per capita income rose 14.1 percent from $1,270 to $1,449. 

In an attempt to make a comparison of the world’s comparative 
standards of prosperity, Colin Clark has used as a unit of comparison 
the amount of goods and services 1 rupee would have purchased in 
1948-49 (called the Oriental Unit). On the basis of this scale 
India is placed above China about midway between the upper and 
lower limits of Asian countries. On a per capita basis Indian national 
income ranked about 175 oriental units as compared with 7,000 in 
Canada and the United States.” 

When one looks at the sources of income, it is seen that China relied 
somewhat more heavily on farming. Agriculture accounted for 62.7 
percent of China’s national income in 1946 as compared to 52.1 per- 
cent of India’s national income in 1942. In respect to other sources 
of income, the figures are more detailed for China and show, for 1946, 
the following percentage distribution by origin: * 


18 Jen-min Jih-pao (Peoples Daily) Peking, Nov. 1, 1954. Population growth at an aggregate rate of 1.2 
percent a year is assumed by W. W. Rostow, The Prospects for Communist China, John Wiley & Son 
New York, 1954, 280 pp. Other estimates indicate that a rate of 1.5 percent may be more realistic. 

14 The International Yearbook, op. cit. Alexander Eckstein places the birth rate in 1949 at 38 per 1,000 
and the death rate at 24 per 1,000, Rostow, Prospects for Communist China, op. cit., pp. 258-259. 

18 U, N. Economic Commission for Asia and the Far East: Economic Survey of Asia and the Far East, 
1947, Shanghai, 1948, p. 17. United Nations Statistical Papers, series E, No. 1, National and Per Capita 
Incomes Seventy Countries, 1949, New York, October 1950, 

a eee from statistics in Economic Indicators, U. 8S. Government Printing Office, January 1956, p. 3 
and p. 6. 

17 tain, Progress and Plan. The Economist (London) January 22, 1955. 
18 See Ou Pao-san, The National Income of China, 1933, 1936, and 1946, Social Sciences Seedy Papers, 
No. 1, Institute of Social Sciences, Academia Sinica, Nanking 1947, and Revision of the National Income of 


China, 1933, Quarterly Review of Social Science, v. IX, No. 2. See also Ou Pao-san, A New Estimate of 
China’s National Income, Journal of Political Economy, December 1946. 
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RE AE ER at i dhe Rainn a So. TPDwele wervies.. oo. oo Sos ZS 3. 6 
Deemnetrnne 5 ce ek 7. 2| Professional service__.......----- 1,2 
Government service__._.-------- 7. 1 | Domestic service..........--.-.- 0. 6 
Transport and communication__.. 3. 7| Mining and metallurgy____._.---- 0. 4 
Banking and insurance___-------- Bo) eR i aciiar essa sae ote eee sae 0.1 


The less precise breakdown available for India, for 1942, shows, 
besides agriculture, the following:” 
enna. SUGGS) SOE ahd CL i wow nwicwcwnce 16. 1 


I a ata il talib alee ieee al aan ai 11.5 
NII 5s a Lik 1rd Bible mpl ed bin w bibl Ghidbln Ahh oe hee eid 20. 3 





C. CURRENCY INFLATION AND COST OF LIVING COMPARED 





In both China and India the strain of World War II on the financial 
and banking structure was reflected in currency inflation which reached 
extremes in China. China had a managed currency system while 
in India the rupee was tied to the pound sterling until 1947. In that 
year, an amendment to the Reserve Bank of India Act freed the 
bank from unlimited obligation to convert rupees and sterling and 
within the obligation to the International Monetary Fund permitted 
the bank to buy and sell foreign currencies at rates to be periodically 
specified. To some extent after 1947 India moved toward a 
“managed”’ currency system. In both countries budget deficits re- 
sulting from heavy military expenditures were financed in the main 
by inflating currency. Although expenditure in India was borne in 
part by the allied powers through crediting India with sterling bal- 
ances abroad, this had little effect internally. Inflation in both 
countries was intensified not only by the high demand but by wartime 
factors affecting production. ‘The problem was vastly more acute 
in China. 

Within the limitation as to accurate statistical reporting, the follow- 
ing figures are illustrative of the extent of inflation. The index of note 
circulation in China in January 1945 was 28,289 based on 100 in June 
1937. Actual notes in circulation in 1947 amounted to 35 trillion 
yuan as compared with 1,600 million yuan in 1936.” Money supply 
in India in 1947 was 13.4 billion rupees as compared with 3.4 billion 
rupees in 1939.” 

During the 8 years of external war (1937-45) the cost of living in 
Shanghai increased by 250 times and from 1945 to the ead of 1947 by 
300 times. On the base of 100 in 1937 the cost-of-living index in 
Shangbai in 1947 was 3,290,000 as compared to an index of 265 in 
Bombay (on the base of 100 in 1939.) ** The index of wholesale prices 
in 1947 was 10,035,911 in China,” and 297 in India (based on 100 in 
1937). 

D. TRANSPORTATION COMPARED 


The transportation position of India in 1947 was superior to that of 
China. As compared with China’s total of some 5,000 miles of rail- 
ways in 1947, India had 24,560 miles, or a little more than 4 times as 


19U, N. ECALKE, Economic Survey of Asia and the Far East 1947, op. cit. 

2” ECAFE, Secretariat, Economic Survey of China for 1947, April 1948. The index figure of notes in 
circulation is the official index issued by the minister of finance. See also Huang, A. C., Inflation in China, 
Quarterly Journal of Economics, August 1948. 

21 International Financial Statistics, February 1948. Figure is based on official Government reports. 

22 EC AFE, Economic Survey of Asia and the Far East, 1947, op. cit., 150, 152. The cost of living index 
for India as a whole in 1947 was 250, International Financial Statistics, February 1948. 

23 United Nations Monthly Bulletin of Statistics, February 1948. 
#4 International Financial Statistics, February 1948. 
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much. The better position of India is also seen in a comparison of 
railway mileage in terms of area and population served. At the 
beginning of World War II in China there were 594.5 square miles of 
area to each mile of railway compared to 38.5 square miles in India. 
In terms of population served for each mile of railway, in China 
there were 61,464 persons per mile of railway compared to 9,463 
persons per mile in India.* 

The war had a serious effect upon both China and India’s rolling 
stock. In the immediate post-war period UNRRA provided China 
with 262 locomotives and 3,445 freight cars making the position of the 
2 countries in 1947: 


China India 


Daa sili i ot oe, je ates ies eS 2, 324 9, 136 


I es a eee ee is ee 29, 524 224, 152 
I oss aa de bn oon deen lilcad daddwawdicwabuss oaace 3, 573 17, 342 





Railway cargo traffic in 1947 was 3,474 million ton-miles in China 
compared to 27,416 million ton-miles in India.” 

Although inland water transport plays an important role in the 
transport system of both countries, statistics are not available on 
which a comparison might be made. At the end of 1947, China pos- 
sessed 4,038 steam and motor vessels having a total of 1,042,402 gross 
tons.” At the end of 1946, India’s merchant fleet approximated 
200,000 tons.% During 1946, the net registered tonnage of vessels 
cleared through China’s ports was 5.7 million tons compared to 4.4 
million tons for India.” 

In China in 1949 there were 22,553 miles of major highways under 
the administration of the Central Government. ighways of all cate- 
gories reportedly totaled 81,400 miles.” India’s road mileage after 
partition in 1947 was reported as 244,857 miles, of which 91,857 miles 
were hard surfaced. 

In 1949 there were 9 Indian civil airlines operating scheduled serv- 
ices on 35 routes within India.** One of these, Air India International, 
Ltd., made 4 flights weekly to London and 1 to South Africa. During 
1949 a total of 15.1 million miles were flown. There were 358,000 
passengers and 11,249 tons of freight carried. 

In China, in 1949 the China National Aviation Corporation (CNAC), 
operating 16 domestic routes and 10 overseas routes, was rated the 
world’s 12th largest aviation company. During 1945 this line had 
carried 19.3 million tons of freight over the “hump” from India to 
China. Freight carried during 1947 totaled 14.6 million tons and 
passengers totaled 173,317. 

23 ECAFE, Economic Survey of Asia and the Far East, 1947, p. 116. One estimate places the railway 
mileage of China in 1949 at about 15,000 miles. Rostow, W. W., op. cit. p.230. The railway mileage of 
India in 1948 was reported as 33,984 miles, Indian Embassy, India, August 15, 1947, to August 15, 1948, Wash- 


ington, D. C., August 1949. (The discrepancy with the ECAFE figure may be due to inclusion of smal 
tines, a Deter areas.) 


27 ECAFE, Economic Survey of China, 1947. 

2% U. N. Department of Economic Affairs, Economic Report, Salient Features of the World Economic 
Situation, 1945-47. 

2 ECAFE, Economic Survey of Asia and the Far East, 1947. 

80 China Handbook 1950, op cit., p. 620. 

#1 U. 8S. Department of Commerce, World Trade Information Service, Postwar Roadbuilding Program 
of India. Washington, U. S. Government Printing Office. 

32 Air India International, Ltd.; Air-India, Ltd.; Air Services of India, Ltd.; Airways (India), Ltd.; Himo- 
layan Aviation, Ltd.; Indian National Airways, Ltd.; Kalinga Air Lines. India, Ministry of Communi- 
cations, Report 1950-51, New Delhi, 1951. 











354 ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 










China’s other airline, the Central Air Transport Corp. (CATC), 
carried 116,080 passengers and 14 million tons of freight in 1947.% 






E. AGRICULTURE COMPARED 










The prominence of agriculture in the economies of India and China 
is evident in the high percentage of the population engaged in agri- 
cultural enterprises in the two countries. In China in 1949 an esti- 
mated 75 percent of the population was engaged in agriculture * as 
compared to 70 percent in India (in 1951). According to the Academia 
Sinica, in 1946 agriculture contributed 62.7 percent of China’s net 
national product. In India during 1948-49 an estimated 50 percent 
of the net national product was derived from agriculture.* As for 
area under cultivation, China’s cultivated acreage in 1945 has been 
estimated at about 205 million acres compared to 219 million acres in 
India in 1947.% 

Four distinct regions of arable farming are found in China: (1) 
The spring wheat region covering the three northeastern provinces 
(Manchuria) and extending across north China as far south as 
northern Shansi and Shensi Provinces; (2) the winter wheat region 
extending westward from the Shantung Peninusla, almost as far 
south as the Yangtze River; (3) a mixed wheat and rice region ex- 
tending from Chekiang Province westward on both sides of the 
Yangtze River; and (4) the rice region including south China as far 
north as a line from central Chekiang to central Kweichow and the 
southern partof Yunnan. Other crops in north China are barley, oats, 
millet, soybeans, hemp, flax, kaoliang, cotton, tobacco, peanuts, corn, 
and sweetpotatoes. In south China, other important crops are citrus 
fruit, tung seed, sugarcane, tea, bamboo, cassia, bananas, ginger, sweet- 
potatoes, corn, and a wide variety of fruits and vegetables. Mulberry 
leaves are grown for silkworms in the lower Yangtze Valley area and 
in Kwangtung. The staple food in the north is wheat, in the south 
rice. Cattle and donkeys are the principal draft animals in the north, 
water buffaloes in the south. Double cropping is not common in the 
spring and winter wheat regions but in south China 2 and 3 crops a 
year are grown. 

Like China, India has separate rice and wheat regions. Rice is the 
staple crop in the lower Ganges and the east coast deltas. Wheat is 
grown principally in the Punjab. A third staple food, the grain 
sorghums which resemble Chinese kaoliang or American broom corn, 
is grown chiefly on the poorer soils of western India. To a lesser 
extent millet is a staple food. Other important food crops are sugar- 
cane, barley, corn, chick peas, and a variety of fruits. The important 
commercial crops are cotton, jute, peanuts, and oil seeds including 
flax, castor bean, rape, and mustard. India also produces some coffee, 
quinine, tea, rubber, lac, and spices. 






































3% The China Handbook, 1950, op. cit., p. 626. 

% Ou Pao-san, National Income of China: 1933, 1936, and 1946. Social Sciences Study Paper No. 17, 
Nanking Institute of Social Sciences Academia Sinica, 1947, and Ou Pao-san, A New Estimate of China’s 
National Income, Journal of Political Economy, December 1946. The earlier estimate was 59 percent. 
Alexander Eckstein places the pre-1949 contribution of agriculture to China’s national product at 40 percent 
in Rostow, W. W., Prospects for Communist China, op. cit., p. 224. 

85 Overseas Economic Surveys: Economic and Commercial Conditions in India, London, H. M. Sta- 
tionery Office, 1953, p. 156, and India, Planning Commission. The First Five Year Plan. New Delhi, 
December 1952, p. 102. The National Income Committee reported in 1951 that agriculture contributes a 
share of 47.6 percent to the national income. 

86 China Handbook, 1937-45, op. cit., p. 480, and Japan-Manchukuo Yearbook, 1941, and India, Ministry 
of Commerce, Features of India’s Economic Development, New Delhi [1949]. The area sown in 1951 was 
266 million acres. Economic and Commercial Conditions in India, op. cit., p. 157. 
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China’s yields per acre were considerably greater. India’s average 
yield of rice in 1947-48 was 739 pounds per acre compared with an 
average of 2,433 pounds per acre in China. India’s wheat yield of 599 
pounds per acre was exceeded by the average of 898 pounds in China.*” 

In both China and India a high percentage of agricultural workers 
have been the victims of the combination of population pressure, 
low yields per man-hour expended, fragmentation of landholdings, 
high interest rates, the land tenancy system, illiteracy, and poverty. 
In neither country has the farmer been able to accumulate sub- 
stantial savings. Farms were small and the tendency has been 
toward further fragmentation. In China in 1930, 36 percent of the 
farms were under 1.5 acres in size and 25 percent were between 1.5 
and 3 acres. The average farm was 3.2 acres broken up into 6 sepa- 
rated fields.* The National Agricultural Research Bureau estimated 
in 1945 that the average acreage per farm household was 2.8 acres 
(excluding Manchuria). The average agricultural holding in India 
was a little less than 5 acres.” 

Landlord systems have existed in both countries. In China in 1944, 
59 percent of the farmers were either tenants or part owners of the 
land worked.“ In 1947, the National Agricultural Research Bureau 
reported that 42 percent of the farmers owned their land, 25 percent 
were part owners and 33 percent were tenants. In China, private 
land ownership was the rule with absentee and cultivator ownership 
intermingled throughout the country.® 

In India more than two-thirds of the farming population were 
tenant cultivators. Two systems of land ownership existed: (1) 
The Zamindari system in which land was rented to tenants by ab- 
sentee owners through intermediaries; and (2) the ryotwari system 
in which the owner usually cultivated his own land but occasionally 
secured rent from tenants.*® 

In both countries rents paid by the tenants were high, approxi- 
mating 50 percent of the crop produced. In China the range of rent 
was from 40 to 70 percent of the main crop while interest rates were 
usually about 30 to 35 percent. In some provinces, particularly 
Szechwan, it was customary to collect rents for years ahead. Often 
the landlord was the money lender and also controlled the marketing. 
In addition, the landlords generally acted as intermediaries with the 
central and provincial governments on such matters as taxation and 
army recruitment. In India rents often ran as high as 75 percent of 
the main crop plus high interest rates on crop loans. It was originally 

87 Economic and Commercial Conditions in India, op. cit., p. 159. 

3% C.C. Chang. An estimate of China’s farms and crops, Nanking, Nanking University Press, 1932, and 
J. L. Buck. Land Utilization in China, Chicago, University of Chicago Press, 1937. 

*»9 China Handbook, 1937-45, op. cit., p. 430. 

49 Overseas Economic Survey, op. cit., p. 157. 

41 China Handbook, 1937-45, op. cit., p. 458. 

42 China Handbook, 1950. New York, Rockport Press, 1950, pp. 581-583. 

43 See Economic Survey of Asia and the Far East, op. cit., p. 183, and China Handbook, 1950, op. cit., 
p. 578,and Rostow, W.W. Prospects for Communist China, op. cit., pp. 233-235; Chen Han-sheng, Land- 
lord and Peasant in China, New York, International Publishers, 1936; Chen Han-sheng. The Chinese 
Peasant, Oxford University Press, 1947, and Tseng Hsiao, the Theory and Fractice of Land Reform in 


ee Taipei, the Chinese Research Institute of Land Economics, 1953. 
4 s 


45 See Economic Survey of Asia and the Far East, 1950, op. cit., pp. 182-191. and R. Chaterjee. Indian 
Economics. Calcutta, R. H. Chatterjee & Co., 1947, pp. 104-120; and P. N. Driver, Problems of Zamin- 
dari and Land Tenure Reconstruction in India. Bombay, New Book Co., Ltd., 1940, and India National 
Planning Committee, Land Policy and Agricultural Labur and Insurance. Bombay, Vora Publishers, 


Ltd., 1948, and the Indian Society of Agricultural Economics, Land Tenures in India. Bombay, Vora 
Publishers, Ltd., 1946. 


“ Buck, J. L., op. cit., p. 462. 
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the tax collectors who became the absentee landlords (Zamindari). 

Neither India nor China was self-sufficient in foods. In both 
countries population increases were at a faster rate than the increase 
in food production. One estimate places the caloric content of foods 
available for human consumption in 1949-50 at 2,020 calories per 
person per day for China and 1,702 calories for India. Food con- 
sumption in the United States in 1949 was 3,200 calories per person 
per day.* 

F. BASIC MINERAL RESOURCES COMPARED 


Both India and China possess sufficient mineral resources to support 
industrialization. 

Estimates of China’s coal reserves have varied widely. Most of the 
recent estimates put these reserves in the range of 250 billion to 275 
billion metric tons, though these figures may be too conservative.* 

Indian coal reserves have been estimated at 43 billion to 60 billion 
tons. China’s iron ore reserves are estimated at from 2.5 billion to 
5 billion metric tons ® compared with 10 billion metric tons for 
India.» 

While China’s coal reserves are extensive there is a relative lack of 
coking coal and high grade iron ore is not plentiful. For the most 
part, China’s coal and iron deposits are not found together thereby 
requiring costly transportation to industrial centers. Coal deposits 
are widely dispersed. The largest deposits are in Shansi and Shensi, 
but production in these provinces has been less than in the coastal 
provinces (particularly Liaoning and Hopei) which have good railroad 
connections and ready access to ocean shipping. 

Many of the iron-ore deposits have a low iron content and a high 
silica content requiring concentration before smelting. The largest 
iron-ore deposits are in Manchuria but these have a low iron content. 
Deposits in Fukien Province and Hainan Island are of higher grade 
ore. The centers of China’s iron and steel industry are Anshan in the 
northeast (Manchuria), Sbihchingshan in north China and in the 
Yangtze Valley. China has an adequate supply of alloy materials 


47 Economic Survey on Asia and the Far East, 1950, op. cit., p. 203, and U.S. Department of Commerce 
Statistical Abstracts of the United States: 1955. United States Government Printing Office, 1955, p. 87, 
All estimates computed on the basis of retail prices. 

# For a general résumé of China’s mineral resource positions see H. D. Fong. The Postwar Indus- 
trialization of China. Washington National Planning Association, 1942; Condliffe, J. B., China Today: 
Economic, Boston, World Peace Foundation, 1932; a compendium of authoritative opinion on China’s 
lack of many mineral resources other than coal is contained in B. P. Torgasheff. The Mineral Industry 
of the Far East. Shanghai, Chali, Ltd., 1930, p. 37; see also H. Foster Bain, Ores and Industry in the 
Far East. New York, Council on Foreign Relations, 1927, and W. W. Rostow. Prospects for Com- 
munist China, op. cit. China Handbook 1937-45. New York, Macmillan, 1947. Board of Trade, report 
of the United Kingdom Trade Mission to China: 1946. London, H. M. Stationery Office, 1948, p. 89. 
China Handbook, 1950. New York, Reckport Press, 1950. 

4##P. J. Thomas, India’s Basic Industries, Orient Longmans, Ltd., 1948, p. 73. See also J. C. Brown. 
India’s Mineral Wealth. London, Oxford University Press, 1936; F. S. Fox. The Lower Gondwana 
Coal Fields of India. Geological Survey of India Memoirs, LIX 1934, and V. Ball and R. R. Simpson, 
The Coalfields of India, Geological Survey of India Memoirs, XLI, pt. 1, 1913. United Kingdom Board 
of Trade. Overseas Economic Surveys: Economic and Commercial Conditions in India: 1952. London, 
H. M. Stationery Office 1952. In 1954, M.S. Krishman, Director of the Indian Geological Survey, estimated 
that coal in seams of not less than 4 feet and with an ash content not exceeding 25 percent amounted to 23 
billion tons. Indian minerals, vol. 8, No. 2, April 1954, p. 82. The Planning Commission estimates India’s 
workable coal reserves at 20 billion tons, coking coal reserves at 2 billion tons, Planning Commission, First 
Five Year Plan, Peoples Edition, New Delhi, 1953, p. 165. 

50 China Handbook, 1950, p. 403. An estimate of 951.7 million metric tons of iron ore with a metallic con- 
tent of 368.2 million metric tons was made in 1924. (Tegengren, F. R. The Iron Ores and Iron Industry 
of China. Peiping, China Geological Survey, 1921-24.) In 1936, W. H. Wong of the China Geological 
Survey raised the estimate to 1.1 billion metric tons. By 1940 new discoveries in Manchuria had raised the 
estimate to 1,514 million metric tons. Subsequent discoveries have been made including a reserve esti- 
mated at 100 million metric tons in the Luku district of Sikang Province. See also World Iron Ore Re- 
sources and their Utilization, New York, United Nations, 1950, and Report of the Subcommittee on Iron 
and Steel Economic Commission for Asia and the Far East, United Nations Document E/Cn.11/1 and 
S/Rev. 1, dated August 27, 1949. 

81 Thomas, P.J. India’s Basic Industries, op. cit., p. 83; and H. C. Jones, The Iron Ore Deposits of Bihar 
and Orissa, Geological Survey of India Memoirs, LXIII, pt. 2, 1934, p. 249-255, and Geological Survey of 
India. Indian Minerals, vol. VII, No. 4, October 1953, p. 208 and vo]. VII, No. 2, April 1954, p. 89. 
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for steel production including manganese, nickel, tungsten, vanadium, 
cobalt, and the refractories. Of the nonferrous minerals and metals 
there is a deficiency in copper.” Petroleum resources appear to be 
limited but their extent has not yet been clearly established. The 
export of tin, wolfram, and antimony from southwestern China has 
been important in the world’s supply. The production of lead, zinc, 
gold, and silver has been negligible. 

India’s principal mineral deposits are found in the eastern States 
of Bihar and Orissa. This is also the center of the principal metal- 
lurgical industries. A secondary concentration is in Madhya Pradesh 
and Hyderabad in central India and another in Mysore in the south. 
While India’s coal reserves are considerably less than those of China 
the supply of high grade iron ore is among the world’s largest. India 
is fortunate in that the main coal deposits are in close proximity to 
the iron deposits eliminating the need for long and expensive transport 
such as is required in China. The great bulk of India’s iron ores 
are hematite ores having an iron content of over 60 percent. India 
is also well endowed with alloy metals, fluxes, and refractories essential 
to the iron and steel industry. She is one of the world’s leading 
producers of manganese and has adequate reserves of chrome ore.* 

Of other important minerals, limited supplies of copper exist. 
Bauxite is found but the aluminum industry is not developed and 
production has been small. India has great quantities of lime and 
has supplied about three-fourths of the world’s needs for mica. It 
is deficient in tin, lead, and zinc. 

India’s petroleum resources are not estimated to be great. The 
existing fields are in the Assam-Bengal area. Annual production is 
about 900 million gallons which accounts for only about 7 percent of 
the present domestic requirement.® 

The comparison of basic mineral resources of China and India 
indicates that both have sufficient reserves of coal, iron, and steel 
alloy and refractory metals to support heavy industry. China has 
the greater coal reserves but is not in a good position with respect 
to coking coal. India has some advantage in fiavihe large deposits 
of high-grade iron ore and in the proximity of coal and iron deposits. 
Both countries are relatively deficient in petroleum reserves. Defi- 
ciencies in the nonferrous metals appear to be negligible with the 
exception of the shortage of copper. Hydroelectric power (important 
to industrialization though not a mineral resource) was not greatly 
developed in either country as of the 1947-49 period but vast poten- 
tials existed in both countries. 


G. INDUSTRY COMPARED 


In both India and China western-type factories were introduced 
only near the end of the 19th century. Factory enterprise was 
located in the port cities and has bandd to remain near the coasts 
making for a sharp contrast between coastal and interior economies. 


82 Copper reserves are estimated at 1,394,370 metric tons and petroleum reserves at 778 million metric tons. 
China Handbook, 1950, pp. 406 and 412. 

8 Some analysts have considered the advantage of proximity of coal and iron to be offset by the 
restrictive localization of industry. See Charles H. Behre, Jr., India’s Mineral Wealth and Political 
Future. Foreign Affairs, October 1943, p. 83. 

4 Chromite reserves are estimated at about 3 million tons of which 1 million is high-grade ore. 
Vanadium exists but reserves of molybdenum, cobalt, nickel, and other common alloys are limited. 
R. N. Chakranarti, op. cit., p. 219. C,H. Behre, op. cit., p. 86. 

5 Bhatnager, S.S. India’s Oil Potential. Indian Minerals vol. 8, No. 4, October 1954, p. 241. See also 
P. J. Thomas, India’s Basic Industries, op. cit., p. 148. 
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The textile industry was first to develop followed by the manufac- 
ture of light consumer goods. As foreign trade expanded and as 
railroads were built shipyards and supporting workshops were estab- 
lished. In both countries the stage of industrial development was 
characterized by (1) the prevalence of village handicraft industries, 
(2) the predominance of processing industries engaged in treating 
mineral and agricultural products for export including arte (3) 
the presence of some factories producing consumer goods, and (4) 
the relative absence of heavy industries such as metallurgical and 
chemical works. In China there was a considerable growth in light 
industry during World War I continuing until around 1937. By the 
mid-1930’s the bulk of industrial establishments were owned by 
Chinese, an exception being the textile industry in which more than 
half the looms and spindles were under Japanese control. Between 
1937 and the end of World War II Japan controlled the greater part 
of China’s industry. 

Before the war, China’s industrial development was confined largely 
to six areas (see map facing p. 11): (1) Southern Manchuria having 
iron and steel mills at Anshan and Penhsihu, the coal mine at Fushun 
in Liaoning and a concentration of railways, shipyards, a cement fac- 
tory, chemical, and other light industries; (2) the Yangtze Delta 
triangle of Shanghai, Nanking, and Hangchow having two-thirds of 
the textile factories, pow erhouses, flour mills and a variety of small 
industries; (3) northeastern Hopeh Province along the Peiping- 
Mukden Railw ay having the Kailan coal mine, the large cement fac- 
tory at Tangshan, the glass factory at Chinwangtao, the port center of 
Tientsin and numerous factories for processing agricultural products; 
(4) eastern Shantung with the port of Tsingtao, coal mining and iron 
industries and cotton textile mills; (5) the inland triangle, comprising 
Hankow in Hupeh, and Pinghsiang and Changsha in Hunan, having 
China’s largest iron and steel works (other than in Manchuria) at 
Hanyehping, some textile mills and refineries for nonferrous metals; 
and (6) the Pearl River Delta from Canton to Hongkong having light 
industries. During World War II there was some industrial develop- 
ment in China’s southwest and northwest.™ 

The principal center of heavy industry in Manchuria had largely 
been developed by the Japanese after 1931. In 1945, however, many 
of the Manchurian industrial installations were dismantled by the 
Soviet Union and removed to the U. 8. S. R.*” In addition, China’s 
industrial establishment was weakened by war damage and deteriora- 
tion both during World War II and as result of the civil war con- 
tinuing until 1949. China’s wartime damage (excluding Manchuria) 
was reported as about 90 percent of productive capacity of the machine 
and light-metal industries and 70 percent of the productive capacity 
of the “coal, electric power, and steel industries. 

At its peak China’s modern industry probably employed about 
3 million workers and produced about 10 percent of the national 
output. 

As with China, the development of India’s industries was accelerated 
as result of restrictions on imports during World War I. Between 
the wars the iron and steel, cotton, sugar, paper, and cement industries 


% Fong,H.D. The Postwar Industrialization of China. National Planning Association, Washington 
a7 Pauley . ‘Edwin W. Report on Japanese Assets in Manchuria to the President of the United States, 


58 C. N, ECAFE, Economic Survey of Asia and the Far East, 1947. Shanghai, 1948. P. 79. 
59 Rostow, W. W., The Prospects for Communist China, op. cit., p. 228. 
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were expanded. Large war orders during World War II provided a 
further boon to industrial development. In addition to the expansion 
of existing indigenous industries, armaments and munitions were pro- 
duced in quantity. A shipbuilding industry was begun and advances 
were made in the production of chemicals.” 

India’s jute industry was centered in Bengal, the cotton mills in 
Bombay and the iron and steel industry in Jamshedpur (see map 
facing p. 11). Mining and associated light metal industries were in 
Orissa, Bihar, and Bengal. Sugar processing was centered in Uttar 
Pradesh and Bihar. In the environs of Bombay, Calcutta and other 
principal ports there were work shops and installations essential to 
the support of these shipping and transportation centers. A variety 
of small factories producing consumer goods were also located in the 
port areas. 

At the peak of India’s wartime production (1944), it was reported 
that for seven important industries (iron and steel, cotton, jute, sugar, 
cement, paper, and glass) there were 887 factories employing 1,110,407 
workers.™ 

Industrial development in both India and China had been uneven, 
largely unplanned and had tended to be restricted to safe and easy 
forms of investment. In neither country was the development com- 
mensurate with the size of the country, its population and its natural 
resources. In assaying the industrial development of China as of 
1949, W. W. Rostow places it on a par with that of postwar India and 
with Japan in 1920-25, Russia in 1913 and the United States in 1870. 


H. PRODUCTION COMPARED 


The relative position of China and India just prior to the launching 
of their economic development programs is reflected in the following: ® 


Year Unit China India 2 

i a ed a ete agli eniehan eet Elamiee 1947-48 | 1,000 metric tons.-.--.- 23, 647 4, 821 
TO NE) hic ditabbbdcnadddacddacnkbbrideckbbée 1947-48 |....- GOLA Ko daaewecwes 46, 507 28, 590 
DES. 5 op Ser bedntend hvecndhinie bedhseedeiadecon oe ast adalat 8, 364 9, 347 
PE ats bate adidas des dtens adaumenddeeaeka uae Reel Weeds Mttiatncnaieuuee’s 7, 607 2, 235 
SES: cn. Ricimacnautichakpennsmbnmebaneketodenn | ae iinisasnndaeeieal 7, 901 2, 435 
ED 0 vin nice dna Gaara aie meaawtie ee? . Tease NE che iccetbeie Rann inteds SO Linnnaomaces 
OetOn (SINNED ia. « < ceccmmscciictinmsptiieguceeeds BONS 6 -lecccs GO asda ocho dveneee 498 739 
Wl ick aie abasic tea eee 1948-49 |_.._- Oi tei si ee he 26 
NPE RNIN 8 Os er cdnccnanduacceaeabeutaenwdone PO esa Beers te adce na ieianaaeed 16 
SURE Dk dL Stil roadacddactsinuehibostcdacdubbied 1947-48 |....- G00 s -Biccwcdie 345 1, 202 
OOO a ssc cleiclcce seh as ebakeeobieanonsomness MOAT. hassstats DES ie taste dadiinhinaag 19, 487 30, 556 
CORES AUT OING, - Gin cone ndemethdsactscodaesthnen eee fe 3 308 
Ti dn 2 585 42 cick taseeksceeeidateaadnated 3000 .“Tocc5- WG eho rh dienen 1, 363 i Tar 
TG vcccumececncd arbokatdadabhatlbwlsaiaadd ROM Es. 2e Me ls 12 1, 565 
Pig trom end: ferrealley isd iis. cen dencdupel ownccuee J ie, COs. ckeda te ned oninrs 36 1, 547 
OES. ier, ae one Ee aan aN ee amano u ee Pe  towsee Be arcatcatrascasecicllia 44 1, 224 
Of ARE SR EOE ASE le |. a ee is Sensi Walon 726 2, 048 
Teeeeree WOW ONS Suk ie ccs PHL 1948 Million kilowatt-hours_|.......... 4, 584 
OEE EE 1047. lence Otic. ctnsasedioune 3, 652 3, 585 
le Million meters-......-. 769 3, 464 
COU SON eo ccc ndcs cecsereseletatdanededsupeenlcenacpecws 1,000 metric tons--.-.-..- 384 587 


1U,N. ECAFE, Economic Survey of Asia and the Far East, 1947, Shanghai, 1948. 

* Excluding Manchuria and Formosa. 

3U. N. ECAFE, Economic Survey of Asia and the Far East, 1947, places India’s petroleum production 
at 334,000 metric tons. 

4U. N. ECAFE, Economic Survey of Asia and the Far East, 1947, Shanghai, 1948. 


® See Chatterjee, R. Indian Economics. N. Chatterjee & Co., Ltd., Calcutta 1947; Vakil, OC. M., and 
S. OC. Bose, Growth of Trade and Industry in Modern India. Longmans Green, Toronto, 1931; Bannerjer, 
P., A Study of Indian Economics. Macmillan, London, 1940, 

6% U.N. ECAFE. Economic Survey of Asia, op. cit., 1946, p. 96. 

62 The comparisons were made in terms of estimated aggregate net industrial product. W.W. Rostow, 
The Prospects for Communist China, op. cit., p. 230. 

#3 Unless otherwise indicated statistics are taken from United Nations Statistical Yearbook, 1948. 
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III. Economic PLANNING: INDIA 


The Indian Planning Commission was created in March 1950, with 
Prime Minister Jawaharlal Nehru as its chairman. The commission, 
assisted by the Government departments and its own technical staff, 
undertook to assess the material, capital, and human resources of the 
country; to formulate a plan for the most effective and balanced utili- 
zation of India’s resources; to fix priorities, and to determine the nature 
of machinery necessary to implement the plan. A draft plan com- 
pleted in July 1951 was circulated in the Indian States for the purpose 
of securing ‘“‘the widest possible public discussion.”” Views on the 
draft plan were expressed by the state governments and by organiza- 
tions representing industries, commerce, labor, and agriculture. 
Many educational institutions set up seminars of teachers and stu- 
dents to study and comment on the plan. Within the districts and 
municipalities local government officials examined the plan in relation 
to their local problems. On the basis of these recommendations the 
5-year plan which was finally adopted set more ambitious goals than 
had been envisaged in the draft outline. Total outlay for the period 
1951-56 was increased from 14,930 million rupees to 20,690 million 
rupees (equivalent to $3,135 million to $4,345 million ®). Although 
this increased outlay was spread over all the major fields of develop- 
ment, the percentage increase was greatest for agriculture and com- 
munity-development programs and for the expansion of industry. 
While the draft plan had dealt separately with those programs which 
would be undertaken only if foreign aid was received, this distinction 
was not incorporated in the final plan. 


A. INDIA’S APPROACH TO PLANNING 


Throughout the development of the 5-year plan, democratic objec- 
tives and procedures were stressed. ‘The plan itself emphasizes 
democratic control. 

The Government resolution outlining the scope of the work of the 
planning commission stated the general context in which planning 
was to be undertaken and set forth the underlying political and 
economic premises. 


The constitution of India has guaranteed certain fundamental rights to the 
citizens of India and enunciated certain directive principles of state policy, in 
particular, that the state shall strive to promote the welfare of the people by 
securing and protecting as effectively as it may a social order in which justice, 
social, economic, and political, shall inform all the institutions of the national 
life, and shall direct its policy toward securing, among other things: 

1. That the citizens, men and women equally, have the right to an adequate 
means of livelihood; 

2. That the ownership and control of the material resources of the community 
are so distributed as best to subserve the common good; and 

3. That the operation of the economic system does not result in the concen- 
tration of wealth and means of production to the common detriment. 

Having regard to these rights and in furtherance of these principles as well as 
of the declared objective of the Government to promote a rapid rise in the standard 
of living of the people by efficient exploitation of the resources of the country, 


64 Government of India, Ministry of Information and Broadcasting. ‘The 5-year plan. a short introduc- 
tion, New Delhi, 1951. During World War II prior to independence, an ambitious plan had been de- 
veloped known as the Bombay plan. Almost immediately following independence preliminary economic 
planning was undertaken by the various ministries. 

% Rs. 4.75 equals $1.00; 1 rupee equals about 21 cents. 
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increasing production, and offering opportunities to all for employment in the 
service of the community. 


Upon completion of the draft plan, the planning commission 
referred its plan to the people. The commission said: 


Planning in a democratic state is a social process in which, in some part, every 
citizen should have the opportunity to participate. To set the patterns of future 
development is a task of such magnitude and significance that it should embody 
the impact of public opinion and the needs of the community. We have, therefore, 
felt it necessary, before presenting our proposals in complete detail, to offer a 
draft outline of the plan. The draft is intended to be a document for the widest 
possible public discussion. We hope to have further consultation with the central 
ministries, state governments and our own advisory board and panels, and also 
to obtain the views of members of Parliament before we finalize the plan.*’ 


The draft outline set forth in broad terms India’s goals. 


The last half-century has witnessed a widening of social ideals. The economic 
system is now expected to provide, in increasing measure, freedom from want 
and insecurity, not to a few but to all * * *. Firstly, there is a greater awareness 
of an insistence on certain basic values. Economic progress is, therefore, inter- 
preted to mean much more than the building up of an efficient apparatus for pro- 
duction of material goods; it means also the provision of social services, the widen- 
ing of opportunities for the common man and social equality and justice. Such 
all-around progress cannot be attained without planning.® 


The present Ambassador of India to the United States, Mr. G. L. 
Mehta, who previously served as a member of the planning commission, 
has summarized India’s approach to planning: 


Our aim, therefore, is to plan for the fullest utilization of our resources-natural, 
technical, human-within the framework of the democratic constitution. We de- 
sire to build up an economic and social order which combines initiative and enter- 
prise while ensuring social justice and security.” 


Commenting upon the fact that state planning is often associated 
with a totalitarian regime in which control resides with an all-power- 
ful central authority, the commission has stated: 


Planning in a democratic setup implies the minimum use of compulsion or 
coercion for bringing about realinement of productive forces. The resources avail- 
able to the public sector have, at this stage, to be utilized for investment along 
new lines rather than in acquisition of existing productive capacity. Public 
ownership of the means of production may be necessary in certain cases; public 
regulation and control in certain others. The private sector has, however, to 
continue to play an important part in production as well as in distribution. Plan- 
ning under present conditions, thus means, in practice, an economy guided and 
directed by the state and operated partly through direct state action and partly 
through private initiative and effort. 


In making a distinction between revolution and fast evolution, 
the planning commission sets forth as a basic premise— 


* * * that society can develop as an integral whole and that the position which 
ant classes occupy at any given time—a product of various historical 
orces for which no individual or class as such can be held responsible—can be 
altered without reliance on class hatreds or the use of violence. The need is 
to secure that the change is effected quickly and it is the positive duty of the 
state to promote this through all the measures at its command. 


| Government of India, Planning Commission, The First Five Year Plan. A Draft Outline. New 
elhi, 1951. 
na en of India, Planning Commission. The First Five Year Plan. A Summary. New Delhi, 
ecember 1952. 
68 Government of India, Planning Commission. The First Year Plan. A draft outline. New Delhi, 


1951. 
6° An address at the Waldorf Astoria, New York City, October 22, 1952. 
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And finally, the comments of the planning commission on reconciling 
the need for urgent action with popular consent and participation 
may be noted: 


The techniques for planning link up directly with the basic approach that a 
community decides to adopt for the realization of its objectives. he approach 
to be adopted in India has been defined in the directive principles of state policy 
laid down in the constitution. Democratic planning, it must be admitted, pre- 
sents special difficulties. Democratic processes are complex, and the conflicting 
pulls from different political parties are apt to generate frictions and to slow down 
the pace of change. And, yet, it is only through democratic processes and methods 
that a vigorous creative political life is possible. For democratic planning to 
succeed, it will have to energize the entire community and to place before it a 
goal of endeavor which will call forth all its latent creative urges. The crucial 
factor here is leadership, not merely leadership at the top but at all levels.” 


B. INDIA’S FIRST 5-YEAR PLAN 


At the time of its adoption the 5-year plan provided for a total 
outlay of Rs.20,690 million (US$4,345 million) for development by 
public authorities over the period 1951-56. This expenditure was 
distributed as follows:” 


Millions of 


rupees Percent 
Agriculture and community development-_--__._..._.........---.------------ 3, 610 17.5 
Ds PRU a I a a 1, 680 8.1 
Multipurpose irrigation and power projects.-._......----. .-.------.--------- 2, 660 12.9 
IONS Bo i eh er ee srt Pts a dig dais abe REeodae hac toute 1, 270 6.1 
Pa IR es nw bnceninc meow 4, 970 24. 0 
eae ah Frere nee She ae Fa oe et ee ee eee bcanpiccene 1, 730 8.4 
SOUR i nn ce alec muhnie bi nicion abaeee cee ce Ns ae ae eee Gackt 3, 400 16. 4 
I a Ne a lt al atic) 850 4,1 
ONIN ot) fs toca e eee let ge teeta. Boer Sook es eect ci ge 520 2. 5 


During the period of the first 5-year plan, the target figure for ag- 
gregate development expenditures in the public sector was increased 
from Rs.20,690 million to a total of Rs.23,210 million. Of this total 
outlay, approximately 60 percent was for capital investments owned 
by the central or state governments. The remaining 40 percent was 
to add productive equipment to the private sector, maintain and 
expand social services and provide incentives for community develop- 
ment. 

In its broad features, the plan envisaged that the national income 
would be increased from Rs.90 billion in 1950-51 to Rs.100 billion in 
1955-56, an increase of about 11 percent. About 20 percent of the 
annual increase in national income would go to capital formation. 
By the end of the 5-year period, the rate of investment would have 
risen from 5 percent to 6.75 percent of the national income. Domestic 
investible surpluses would be raised from the level of Rs.450 million 
in 1950-51 to Rs.675 million in 1955-56. The volume of exports 
would increase 30 percent during the period. These increases were 
recognized as a modest beginning in comparison with the rate of 
investment and capital formation in some other countries. Though 
admittedly inadequate, these objectives were adopted as the most 
feasible rate of development which could be attained “without 1m- 

7 Government of India, Planning Commission, The First Five-Year Plan, A Summary, New Delhi, 1952. 
"1 Unless otherwise indicated, the facts contained in this summary of the 5-year are taken from the 


following publications of the Indian Planning Commission: The First Five Year Plan, a Summary, 1952; 
the Progress of the Plan, January 1954; and Five Year Plan, Progress Report for 1953-54, September 1954, 
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posing on the people excessive privation and subjecting the whole 
economy to dangerous strain.” The plan recognized that rapid 
and spectacular progress could not be made in the initial period, but, 
it treated the first 5-year program as basic to support a sustained 
advance. Development schemes which had previously been inaug- 

ted by the central and state governments were incorporated in 
the overall plans. The plan provided for nondiscrimination toward 
foreign capital, aC facilities for repatriation of profits, and 
fair compensation in the event of nationalization. 

The scheme adopted for financing the plan envisaged financing from 
the following sources: 


Millions 
of rupees 
1. Savings from the current revenues of the central and state govern- 
ments (including railways) after meeting nondevelopment expendi- 
i ieticcenccmtumepennamnmndbiil skin tate AMUSE LULL odede< , 380 
2. Internal loans, small savings, etc., to be raised by the central and state 
RIES. Si add ek Sed end eke onl ees caw. 5, 200 
3. Deficit financing against the release of sterling balances_.__._._._..___-_- 2, 900 
4. External assistance committed, as of 1951________..___-.._--__---- 1, 560 
5. Further external assistance or alternatively additional internal taxa- 
tion, borrowing or larger deficit financing__-__...........-------- 3, 650 
Detatin din Videibersdanindieiiaadamnsiia ina aaa tale 20, 690 


In apportioning capital among the various sectors of the economy, 
the Indian Government gave high priority to agricultural production 
and rural community development. Programs in all sectors repre- 
sented a concerted effort to bring change and growth to the static 
rural life of about 70 percent of India’s population. The plan assumed 
that Government expenditure would be supplemented by private 
initiative and investment which would generate an economic dy- 
namism not susceptible of measurement onlay in terms of production 
targets. For this reason production targets, though indicated for 
the various sectors, appear to have been given less emphasis than 
the intangible goals. 


External assistance 


At the time the plan was first drafted, the financing scheme esti- 
mated that Rs.1,560 million (equivalent to US$327.6 million) would 
be secured through external assistance in the form of grants and 
loans. By the end of 1954, external assistance had been increased 
to Rs.2,420 million (equivalent to US$508.2 million) representin 
about 12 percent of the total estimated expenditure. As of the en 
of 1954, 14.9 percent of the total outlay had been financed through 
external assistance.” 

Since the end of 1954, agreements have been reached on additional 
loans. In February 1955, India and the Soviet Union concluded an 
agreement for Soviet material and technical assistance in the erection 
of a steel mill. This loan will amount to 434 million rupees payable 
in 12 annual installments with interest at 24% percent on the unpaid 
balance. In March 1955, the International Bank for Reconstruction 
and Development approved a loan of $10 million for the newly organ- 
ized Industria] Credit and Investment Corporation of India, Ltd. 
Including preplan loans, this was the seventh International Bank loan 


7 Government of India, Planning Commission, First Five Year Plan, Peoples edition, New Delhi, 1953 
p. 15. 
7% Five Year Plan, Progress Report for 1953-54, pp. 13, 25. 
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to India bringing the total principal to $126 million (Rs. 6,048 mil- 
lion). Also during 1955, negotiations with Great Britain were in 
progress in connection with a loan and technical assistance for the 
construction of an additional steel mill. 

In presenting the budget to Parliament February 29, 1956, Finance 
Minister C. D. Deshmukh said that the total aid authorized to date 
from all sources was of the order of Rs3 billion of which Rs2 billion 
were expected to be utilized by the end of March 1956.” 

The source and extent of external assistance as of the end of 1955 
are shown in the following table: 


India: External assistance 





[Million rupees] 

Loans: Amount authorized 
U. 8.'\Government ¢wheat lean) ui onc le ee et le cue 904 
U. 8. 8. R. Government (Bhilai steel mill)...........------------- 434 

International Bank: 
PEO OI MORNE. 6 3 ore cic nab nctsnnnind = cn tLAWESION 71 
Peon weeens....2suted wailvieunsetales oi laniews salu di 150 
poems any Breen. ok So ie SLs eed ee 50 
Bombay electric power project. .......--..------------------ 78 
industrial Credit Corporation: oo 6.5 2leb suc celacycweecunl.a 48 

Grants: 

ae sn as ces Nnddinmiteancetiam ee l 1, 420 
Colombo plan (from Canada, Australia, New Zealand) -_.---------- 450 
ee oes a 8 ie! SL a tanennen sated ethoueksoneke 24 
Norweman Governinemt ... 9 fio lol ee Uo UL 3 
I DOE OU hi a sienna uty md ducted eine one 3, 632 


Sources: Government of India, Five Year Plan, Progress Report for 1953-54; U. S. Foreign Operations 
Administration, Mutual Security Program: Fiscal Year 1955-56. Indiagram, March 8, 1956. 


United States aid under the technical cooperation program, during 
the first 2 years, placed emphasis upon assistance in increasing food 
supply and improving health standards. Since then the emphasis 
increasingly has been placed upon speeding up industrialization. 
United States technicians have worked with Indian officials and 
specialists in India, and Indian leaders and technicians have been 
brought to the United States for training. The United States has 
assisted in the community development program, in the drilling of 
deep tube wells and in the multipurpose hydroelectric and irrigation 
projects. Steel has been provided in support of industrial develop- 
ment projects, for the manufacture of farm implements, and for fabri- 
cating railway rolling stock. Fertilizer is being provided to meet the 
needs until new factories are completed. Railway locomotives and 
freight cars have been provided. Other projects have been under- 
taken to control malaria, to improve educational standards, and to 
improve sanitation and public health facilities. Total obligations for 
the period including fiscal years 1951 through 1956 amount to $358.4 
million. The expenditure estimated for fiscal year 1955-56 is $85 
million.” 

%The IBRD loans made prior to the first 5-year plan were for railway rehabilitation (August 1949) 
agricultural machinery (September 1949) and electric power development (April 1950). Internationa 
Bank for Reconstruction and Development, Fifth Annual Report, 1949-50, and Indiagram December 24, 
as tenable: March 2, 1956, p. 6. Information Service of India, Washington, D. C. 

7% For summary of United States economic assistance to India see: FOA, Mutual Security Program: 


Fiscal year 1955, 1956; India, the FOA Program in FOA. Monthly operations report, January 31, 1954; 
Foreign Service Despatch, American Embassy, New Delhi, No. 793, dated January 21, 1955. 
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The Commonwealth Countries, through the Colombo plan, have 
made a total of $70 million of supplies and equipment available 
to India. Both Australia and Canada have provided wheat 
and flour with agreement that counterpart funds be applied to 
various economic development programs. Additional direct grants 
have been made for agricultural development, the multipurpose water 
and power projects, the provision of railway locomotives, trucks and 
buses, and the provision of equipment for a variety of new industries. 
New Zealand has aided in financing the All-India Medical Institute 
and other public-health projects rather than by contributing capital 
goods. All three countries have provided technicians and have 
scholarship programs for technical training of Indian students.” The 
United Kingdom has provided technical assistance and has aided 
economic development through the release of sterling balances. 

The Norwegian Government is providing equipment, technical 
assistance and scholarships for Indian students in connection with 
programs for expanding fishing fleets. 

The United Nations and its specialized agencies also are extending 
assistance under the U. N. expanded program of technical assistance. 

Of the assistance provided by private organizations the most 
extensive program is that of the Ford Foundation. Over a period of 
3 years the foundation has granted a total of $8,265,735 for assistance 
in rural development, education, public administration research and 
training and cultural exchange.” 


C. DEVELOPMENT PROGRAMS 


The objectives of the major development programs and progress 
made toward attaining the objectives are summarized :” 


Agriculture 


Approximately 44 percent of the total planned expenditure in the 
first 5-year plan was allocated to agriculture (including the community 
development program) and power development. The plan set goals 
for an increase of 7.6 million tons in food grain production.” In setting 
these goals the planning commission cautioned that unpredictable 
seasonal variations might alter the average production by as much as 
10 percent. In the achievement of this increase the construction of 
irrigation works would account for 3.8 million tons, land reclamation 
1.5 million tons and improved fertilization and seeds 1.2 million tons. 
Related measures to increase agricultural production included the ap- 
plication of scientific methods to horticulture, dairying and fisheries. 
Agricultural diversification and soil conservation measures were also 
proj ected. 

hese goals were exceeded. During 1955 food-grain production 
totaled 65.8 million tons, or 4.2 million tons more than the plan target. 
Deducting for increases due to favorable weather conditions, it was 

77 The Colombo Plan, Current Affairs for the Canadian Forces, September 1, 1954; and the Colombo 
Plan, pi Report by the Consultative Committee, Karachi, March 1952, and FOA mutual security 
program, fiscal 1955-56, 

% The Ford Foundation in India, The Eastern Economist, February 18, 1955, p. 243. 

Summary of accomplishments is based on the Government of India Planning Commission progress 
report for 1953-54 and progress report for April-September 1954. Op. cit. and United States Embassy New 
Delhi Foreign Service Despatch 722 dated January 5, 1956, and 1955-56 issues of the March of India, India- 
gram and ISI Feature Service releases, the Embassy of India, Washington, D. C. 

8 This was composed of increases of 4 million tons of rice, 2 million tons of wheat, 1 million tons of grams 


and pulses and 0.5 million tons of millet. Cotton production would be increased 42 percent, jute 63 percent, 
sugarcane 12 percent and oil seeds 8 percent. 





366 ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 


estimated at the end of 1955 that by March 1956 the adjusted increase 
in food-grain production would be around 8 million tons as against 
the plan target of 7.6 million tons. As a result of increased food pro- 
duction, food imports were reduced from 4.7 million tons in 1950-51 
to 0.77 million tons in 1954-55. The production of cotton increased 
from 2.9 million bales to 4.3 million bales; jute from 2 million to over 
3 million bales. 

Making the increase in food production possible was (1) the land- 
reclamation program, (2) expansion of the irrigated area through 
the river-development and deep tube-well programs, (3) the increased 
production of fertilizers, (4) the community-development program, 
(5) the intensive effort of the “grow more food” campaign coupled 
with improved seeds and practices, and (6) the expanded agriculture 
extension services. 

By the end of 1955, 806,000 acres of land had been reclaimed by 
the central government. It was reported that 7 million acres had 
been brought under irrigation through the multipurpose schemes and 
10 million acres through minor irrigation schemes. The 17 million 
acres which were added brought the total irrigated area to 68 million 
acres. During the period 5,600 deep tube wells were drilled. 


Community development 

Perhaps the most ambitious aspect of India’s 5-year plans is the 
community development program which is expected to bring what 
amounts to a social revolution to 500,000 villages. Under the program, 
villages are divided into blocks of about 100 villages and 50,000 people 
to each block. Since the program affects the activities of most Govern- 
ment departments, a Central Community Projects Administration has 
been created as a coordinating agency. In each state there is a 
development commissioner to coordinate activities within the state. 
In administrative areas within the states the program is coordinated 
by the collectors of internal revenue. A project area consisting of 
three development blocks is under a project administrator who super- 
vises the village workers. The village workers in turn maintain a 
direct contact with the villagers. In 1953, the Government organized 
another agency, the National Extension Service, to organize the 
expansion of the program to new blocks. 

It was expected that by the end of 1956, about 120,000 villages 
with one-quarter of India’s rural population would be affected by this 
integrated program. Here again the goal was exceeded. As of Feb- 
ruary 1956 there were 1,140 community project blocks throughout 
India comprising 124,957 villages with a total population of 81.1 
million persons, 

Earlier figures show that by the end of 1954, 167,000 demonstrations 
had been held; over 2 million head of cattle had been vaccinated; 383 
breeding centers established; 14,693 acres of land had been brought 
under fruits and 28,799 acres under vegetables. Under this program 
improved seeds, fertilizers, agricultural implements, water pumps and 
other agricultural supplies had been distributed. Drinking water wells 
were constructed on a vast scale and many measures taken to improve 
rural sanitation. By September 1955, 895,000 acres of land had been 
reclaimed in community development blocks. Thirty thousand adult 
education centers were functioning and about 605,000 adults had 
received training. <A total of 12,000 new schools and 5,727 recreation 
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centers had been opened in development areas. New roads built by 
villagers totaled 28,631 miles. 

Forty-three training centers have given 18-month courses in basic 
agriculture and related subjects to over 4,000 village workers who in 
turn are educating villagers. Other training centers train village 
workers in public health and social education. Among the specific 
projects which are being undertaken in the villages are the construc- 
tion of minor irrigation works, land reclamation, the promotion of 
improved cultivation techniques and seed selection, the improvement 
of livestock strains, road construction, vocational and technical train- 
ing, the expansion and improvement of primary and secondary educa- 
tion, housing construction and measures to improve health. The 
plan estimated that the minor irrigation works and tube-well projects 
would bring an additional 11 million acres under irrigation. Final 
figures are not available, but by March 1954 (the end of the third year 
of the 5-year plan) 4.2 million acres had been put under cultivation by 
these means.*! The community development irrigation projects 
depend greatly on local voluntary labor and are intended to yield 
quick results. 

Since the tube-well program began in July 1953, 1,700 deep wells 
have been drilled of the 2,000 originally planned. Under a second 
program commenced in November 1954, 291 tube-wells have been 
drilled of 650 scheduled for completion by January 1956. Of those 
completed, pumps have been installed in 1,515. In addition to these 
two projects under the Indo-American technical assistance program, 
the Indian Government is drilling 700 deep wells as part of a campaign 
known as the grow-more-food program. 

In the area of public health the primary objectives have been to 
improve environmental health through protection of water supply, 
proper disposal of human and animal wastes and other measures to 
control epidemic diseases. Under the technical cooperation agreement 
the United States is aiding the community-development program, 
particularly in the construction of deep tube-wells and in providi 
fertilizer and iron and steel for agricultural implements. The For 
Foundation is also providing financial and technical assistance to this 
program. 

A special community project has been undertaken with the assist- 
ance of Norway for the dovelophont of a fishing community in 
Travancore-Cochin. Ina project area of some 10 square miles having 
a population of 12,000 (and a dshing fleet of 400 vessels), an attempt is 
being made to develop fish production further and to improve the 
standard of living and health conditions. 


Multi-purpose river valley projects 

Viewed against a background of periodic famine in India resulting 
in a from lack of water storage facilities, the multi-purpose river 
valley projects are a dramatic element of the 5-year plan. It was 
estimated that by 1956, these projects would bring an additional 8.5 
million acres under irrigation and would add 1.1 million kilowatts of 
additional electric power capacity. Several of the projects were 
commenced prior to the adoption of the plan and few will be entirely 
completed by 1956. 


8 The Economist (London), India, Progress and Plan, January 22, 1955, p. 13. 
83 The Indiagram, July 1, 1955. 
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Where possible, priority has been given to developing the irrigation 
rather than the power provisions of the plans for each project. As 
of March 1955, the larger irrigation schemes had brought an estimated 
4.9 million acres under irrigation. It was reported at the end of 1955 
that during the period of the first plan the total installed capacity 
for electric power had increased from 2.3 million to 3.6 million kilo- 
watts, an increase of 1.3 million kilowatts compared with the goal 
of 1.1 million. 

Some of the more important projects are: ® 

Bhakgra-Nagal project.—Located on the Sutlej River in the Punjab, 
this project, which is scheduled for completion in 1958-59, will bring 
nearly 4 million acres under irrigation and will generate 400,000 
kilowatts of power for the cities of northern India including New 
Delhi. One of the two canal systems, consisting of 677 miles of main 
canals, was opened in July 1954, and large tracts of arid land in the 
Punjab and Pepsu are now receiving water. One of two powerhouses 
has been completed, and is supplying 48,000 kilowatts. The other 
powerhouse is expected to be commissioned by the middle of 1956. 
A total of 1,245 miles of transmission lines have been erected. 

Damodar Valley project—This is a comprehensive river-valley- 
development project on the Damodar River and its tributaries—a 
principal river system which lies south of the Ganges River and serves 
the area to the northwest of Calcutta. It envisages land reclamation, 
irrigation, soil and forest conservation, resettlement, and industrial 
development. The plan calls for a total of eight dams with an aggre- 
gate water storage capacity of 2,440,000 acre-feet and an installed 
power generating capacity of about 124,000 kilowatts. An additional 
150,000 kilowatts will be supplied by a thermal generating plant. A 
diversion barrage and canal system will irrigate 1,300,000 acres in 
West Bengal and will also provide an all-water transportation route 
between Calcutta and the Raniganj coalfields about 120 miles inland. 

The Damodar Valley Corp. has been created as a public agency to 
build and operate the project, and the International Bank has made 
two loans totaling $38 million for construction. 

The thermal generating plant and one of the hydro plants were 
commissioned in 1953. A second dam was completed late in 1955, 
and a third is nearing completion. The project is already providing 
power and irrigation to areas in Bihar and West Bengal. 

Hirakud project.—This is one of three projects (the others to be 
built later) for the development of the Mahanadi Valley on the eastern 
side of peninsular India south of the Damodar Valley. The project is 
designed to control floods in the delta area of the valley, irrigate 1.9 
million acres of land, and provide power generating capacity of 
200,000 kilowatts. Work on the main dam is expected to be com- 
pleted ahead of schedule in August 1956. This dam, which is 3 miles 
long and which will provide storage for 6.75 million acre-feet of water, 
will supply power for a new steel mill to be built at Rourekela, for an 
aluminum factory, and other industries. The project also includes a 
subsidiary dam and power channel, canals, dikes, bridges, a cement 
factory, and thermal power station. A coastal port is ultimately to 
be constructed. 








8% Summaries are based primarily on reports of the Planning Commission; The Progress of the Plan, a 
short survey of the working of the 5-year plan from April 1951, to September 1953, and 5-year plan, 
progress report for 1953-54. A summary of the multipu projects to March 1954 is in British Informa- 
tion Services, Central Office of Information, Economic Development in South and Southeast Asia, some 
important projects, bulletin No. R 2826 dated March 30, 1954. 
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Tungabhadra project—The Tungabhadra masonry dam, 160 feet 
high and nearly 8,000 feet long, was completed across the Tungabhadra 
River in southern India in 1955 and is providing irrigation to 820,000 
acres in States of Hyderabad, Andhra, and Mysore. It will also 
generate 45,000 kilowatts of electric power. The project, built with 
Australian assistance, includes 342 miles of main canals. 

Ghataprabha project.— As the first phase of a longer-range project to 
develop the Ghataprabha Valley south of Bombay, a 44-mile canal 
providing seasonal irrigation to about 100,000 acres will be completed 
in 1956. 

Nagarjunasagar project.—Construction of this river valley project 
in south India began in December 1955. Upon completion, it will 
have a storage capacity of 9.3 million acre-feet of water, will provide 
irrigation for 3.2 million acres of land, and will generate 75,000 
kilowatts of power. 

Mayurakshi project.—This project envisages the construction of a 
system of diversion barrages, weirs, storage dams, and canals on five 
rivers in west Bengal. It will irrigate 600,000 acres. There will be 
a generating station having an installed capacity of 4,000 kilowatts. 
Canada is assisting in this project in the amount of $3 million plus 
Indian counterpart funds resulting from wheat grants amounting to 
$10 million. 


Land reclamation . 


The first 5-year plan set a goal of 1.5 million acres of land to be 
reclaimed by the Central Government and 4 million acres by state 
governments by 1956. This included forested lands, deserts, and 
land infested by the deep-growing Kans weed. The Central Govern- 
ment’s reclamation operations are conducted by the Central Tractor 
Organization which employs some 279 heavy tractors. There are 
1,268 state-owned tractors employed in the 6 major states engaged in 
land reclamation. By the end of 1955, 895,000 acres had been 
reclaimed by the Central Government. The state government pro- 
grams are behind schedule. As a first step toward developing the 
Rajasthan desert a research station has been established at Jodhpur 
and a pilot scheme has been initiated for the improvement of land 
use and creation of vegetation belts. 


Land reform 
The first Five Year Plan stated that— 


the land policy should be such as will reduce disparities in wealth and income, 
eliminate exploitation, provide security for tenant and worker, and finally, promise 
equality of status and opportunity to different sections of rural population.™ 

It was proposed that all states take a land census and enact remedial 
legislation in accord with broad principles laid down by the Central 
Government. The Government of India has established a Central 
Committee for Land Reform to evaluate land-reform programs and 
to investigate land problems. While the measures taken by the 
state governments vary in detail, the following is representative of 
the remedial action: 

1. The abolition of the system ofintermediary landlords (Zamindars, 
Jagirdars, and Inamdars) is accepted policy by all state governments. 
Although only five states have actually abolished landlordism, most 
of the large estates have been taken over. Intermediary landlords 


2 


“ Op. cit., Five Year Plan, summary p. 49. 
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are being paid compensation in the form of bonds and have been 
allowed to retain their home-farm lands. Tenants have been granted 
security of tenure although access to title to the land and method of 
purchase varies between states. 

2. In most states, security of tenure has been extended in the form 
of guaranteeing occupancy rights to tenants combined with provisions 
for purchase. Land price is fixed as a multiple of rental value and 
various schemes for payment in installments are in effect. 

3. In most states legislation has been enacted scaling rents down to 
one-fourth or one-fifth of the gross crop produced. 

4. A few states have implemented the Planning Commission’s 
recommendation to set limits on future acquisitions of land. 

Accompanying the official action, a private voluntary movement 
known as Bhoodan (land gift) has gained momentum. This move- 
ment which peaceably seeks to persuade owners of large estates to 
give up their holdings has already collected enough land for about 
three-quarters of a million families.® 


Industry 


Although the first 5-year plan gave more urgent priority to the 
development of agriculture, industrial development was recognized 
as basic to the long-range problem of raising the standard of living. 
The second 5-year plan calls for steel capacity of 6 million tons by 
1961. As of early 1956, the following projects existed for meeting the 
goals of both the first and second 5-year plans: 


Increased 

capacity (tons) 
Tata Iron & Steel Co., capacity being increased from 750,000 tons to 

Cee ere Oembe 1. LU Ue 8 sd cae AL Gl cee 181, 000 
Indian Iron & Steel Co., capacity being increased from 225,000 tons to 

624,000 tons with help of International Bank loan of $31.5 million. 399, 000 
Hindustan Steel, Ltd., new plant being built for Indian Government 
at Rourkela in State of Orissa by West German firm of Krupp & 
Demag. Initial capacity, 500,000 tons, designed for ultimate 


aepenaren: t-h: mel BOOB Ao oa iad do nn dish oe nwbeneotsneans 1, 000, 000 

Indo-Soviet agreement of 1954 calling for Soviet assistance in building 
a 1 million-ton plant in Bhilai region of Madhya Pradesh ?_______- 1, 000, 000 
Duragapur (West Bengal) plant to be built with British aid________~ 1, 000, 000 
Total increased capacity now provided for__..-.....--.----- 3, 580, 000 


1 Indiagram, September 27, 1954 and Business Week, October 2, 1954, p. 150. 

2 For account of this steel mill agreement see U. 8S. Senate, Committee on Foreign Relations, Subcom- 
mittee on Technical Assistance Programs, Soviet Technical Assistance in Non-Communist Asia, June 10, 
1955, p. 12. 


In general, industrialization progress is on schedule. The index 
of industrial production, based on 1949, rose to 146.6 in 1954 and to 
159 in 1955, an increase of 11 percent in 1 year and of 59 percent over 
6 years. By way of comparison, the index of industrial production 
in the United States, based on the 1947-49 average, stood at 125 in 
1954 and at 139 in 1955. The greatest increases in manufacturing 
capacity made between 1951 and 1954 were ammonium sulfate (441 
percent), bicycles (265 percent), sheet glass (256 percent), diesel 
engines (189 percent), rayon filament (180 percent), and cables and 
wire (156 percent). Cotton textile production reached an all-time 

88 The Economist, London, January 22, 1955, p. . 


86 For summary evaluations of industrialization 7 see U. N. Economic Commission for Asia and 
the Far East. Economic Survey of Asia and the Far East, 1954, Bangkok 1955, p. 120 and the Economist 


(London) The Plan in Action 1951-54. January 22, 1955, p. 14, 
72888—57 
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high of 5,045 million yards in 1955—in excess of the 1956 target. 
Production of vegetable oils likewise exceeded the target. It has been 
noted, however, that total capital formation has amounted to only 
about 9 percent of the national income, leaving over half of the 
original estimate (20 percent) still to be invested. Steel expansion has 
amounted to only 14.9 percent, electric power 42 percent, and railway 
locomotives 55 percent of the planned goal. The more important 
industrial programs are summarized: 

Iron and steel 

In 1950-51, India produced 1,570,000 tons of pig iron and 980,000 
tons of finished steel. ‘The goal for 1955-56 was a production of 
1,950,000 tons of pig iron and 1,280,000 tons of finished steel. In 
1955, steel production amounted to 1,263,782 tons, and in March 
1956 India’s first steel-tube plant was commissioned at Jamshedpur. 

As distinct from production, the first 5-year plan foresaw an increase 
in installed capacity from 1,015,000 tons of finished steel in 1951 to 
1,650,000 tons in 1957-58. Most programs in progress will take longer 
than the 5-year period for completion. 

Goals and accomplishments in other major industrial fields are 
summarized below: 

Aluminum.—Goal: Increase in installed capacity from 4,000 tons 
to 20,000 tons a year. Accomplishment: Expansion of 2 plants, com- 
pleted in 1954, added 10,000 tons. A new 10,000-ton capacity smelter 
at Sambalpur (Orissa) is scheduled to commence production in 1956. 

Textiles—Cotton.—Goal: Increase in existing cotton-textile mills 
from 10.9 million spindles in 1951 to 11.3 million by 1956, plus 50,000 
additional spindles to be added through expansion of the industry. 
Accomplishment: By January 1954, total spindles had increased to 
11.64 million. 

Goal: Annual production of 4,700 million yards of mill cloth by 
1956. Accomplishment: 4,906 million yards produced in 1953-54 
and 5,045 million yards in 1955. Hand-loom cloth production in- 
creased from 742 million yards in 1950-51 to 1,200 million yards in 
1953-54. The consumption of Indian cotton in the industry increased 
from 2.7 million bales in 1951 to 3.7 million bales in 1953. 

Jute.—Goal: No increase in rated capacity, but an increase in pro- 
duction from 892,000 tons to 1,200,000 tons by 1956. Accomplish- 
ment: 15 mills modernized, but production short of target figure 
largely due to declining foreign market demand. 

Rayon.—Installed capacity for producing ravon filament, increased 
from 4 million pounds per annum in 1951 to 11.2 million pounds in 
1954. Expected to be 26.4 million pounds by 1956, exceeding target 
estimate. 

Wool.—52,000 additional spindles are being installed to increase 
production from 18 million pounds to 25 million pounds by 1956. 
In 1953-54, 19.6 million pounds were produced. 

Petroleum refineries—The Standard Vacuum Oil Company of 
New York, under contract with the Indian Government, in July 1954 
completed construction of a refinery in Bombay having a capacity 
for treating 1.2 million tons of crude petroleum annually. The 
Burmah-Shel]l group of London is also constructing a refinery in 
Bombay having a capacity of 2 million tons a year. This refinery is 
scheduled for completion in 1956. Under the agreement the Burmah- 
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Shell group is providing the capital investment but will train and 
employ Indian nationals throughout. The Caltex Company of 
New York is building a refinery of 500,000 ton annual capacity at 
Visakhapatnam. The total production target for 1955-56 is 403 
million gallons of refined petroleum.*’ 

Fertilizer.—Goal: Increase in production of ammonium sulfate 
from 46,500 tons in 1951 to 450,000 tons in 1956, and of superphosfate 
from 58,100 tons to 180,000 tons. Accomplishment: Sindri Fertilizer 
Factory, completed in November 1951, produced more than 320,000 
tons of ammonium sulfate in 1955. In August 1954, coke ovens 
were completed at Sindri with a daily capacity of 600 tons, enough 
to meet requirements of coke for manufacture of ammonium sulfate.® 

Cement.—Goal: Increase in production from 2,690,000 tons in 
1950-51 to 4,500,000 in 1956. Accomplishment: 1953-54 production 
was 4,020,000 tons; 3 new cement factories commissioned; 2 others 
are near completion, making a total of 26 in India. Expansion and 
modernization programs affecting seven existing plants have been 
completed. 

Power alcohol.—Goal: Increase in production from 4.7 million gal- 
lons in 1951 to 18 million gallons by 1956. Accomplishment: 10.5 
million gallons produced in 1955. Rated capacity, which amounted 
to 14.9 million gallons in 1951, being increased by 6.3 million gallons. 
Additional expansion under consideration. 

Other industrial developments.—Production increases have occurred in 
machine tools (new state-owned factory completed, with technical 
assistance from a Swiss firm, in 1954), agricultural implements and 
machinery, automobiles (from 14,462 in 1954 to 22,528 in 1955), diesel 
engines (from 8,654 in 1954 to 10,193 in 1955), sewing machines 
(100,000 in 1955, an increase of 20 percent), typewriters, penicillin 
and other pharmaceuticals, motorcycles, textile machinery, precision 
instruments, newsprint, porcelain and ceramics, and many other 


fields. 
Transport and communications 


The program for transport and communications development em- 
phasized rehabilitation of railways. In 1954 the target for locomotives 
was raised from 1,038 to 2,062. Of these 727 would be constructed in 
India, 1,335 procured from abroad. The new Chittaranjan Locomo- 
tive Factory exceeded its 5-year target of 268 units by producing its 
320th locomotive by the end of 1955. The Tata Locomotive & 
Engineering Co. produced 62 locomotives during the first 3 years.” 
Production of railway cars increased from 3,707 in 1951-52 to 6,892 in 
1953-54. <A railway coach factory at Perambur commenced produc- 
tion in October 1955. The factory, which is the largest of its kind in 
Asia, will reach full production of 350 coaches per vear in 1960." In 
addition, by the beginning of 1955, 14 new railway lines had been 
opened and 11 dismantled lines restored. A total of 1,863 miles of 
track had been laid or renewed. 

In the program for shipping development there has been slow pro- 
gress in adding overseas tonnage. The plan proposed an increase of 


8? The First Five Year Plan, p. 91. 

8 Indiagram, December 1, 1954 

8 Indiagram, December 6, 1954, 

* Five Year Plan, Progress Report for 1953-54, and Progress Report for April-September 1954. 
" Indiagram, October 4, 1955. 
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70,000 gross registered tons bringing total tonnage to 600,000 by 1956. 
By the end of 1955, 24,260 gross registered tons had been added. By 
the end of the third year only 12 percent of the amount estimated for 
development of the four major ports had been expended. A new port 
is being developed at Kandla, and port and shipyard improvements 
have been undertaken at Calcutta, Bombay, Madras and Cochin. 
The plan provides for expansion of civil aviation, postal facilities, 
and for the construction and repair of roads and bridges. 

The original target calling for a production of 25,000 telephones and 
20,000 exchange lines per annum was raised to 60,000 and 40,000 
respectively. Present production exceeds the original target figure. 
Social services and employment 

The 5-year plan extended beyond economic development in its pro- 
visions for social services.’ In the field of public health an expenditure 
of Rs990 million (US$207.9 million) was planned for improved sanita- 
tion, malaria and tuberculosis control, preventive health in rural areas, 
maternity and child care, self-sufficiency in drug production, health 
education and population control. Health-education programs aimed 
at an 11 percent increase in the number of doctors and a 36 percent 
increase in the number of nurses. An expenditure of Rs1,510 million 
(US$317.1 million) was estimated for educational programs, covering 
an expansion of facilities ranging from preschool to university levels. 
Estimates for housing development totaled about Rs490 million 
(US$102.9 million). The measures envisaged in the area of social 
welfare included social-work training, women and child-welfare pro- 
grams, correctional administration, programs for the development of 
backward frontier areas and for the resettlement of displaced persons. 

As of the beginning of 1955 the 125 malaria control units had treated 
10.6 million persons with antimalaria drugs and 63 million had been 
protected. During the first 4 years of the plan 65 million persons were 
examined for tuberculosis and over 12 million had been vaccinated. 
In addition to the 1,790 maternal and child health centers a central 
training center in maternal and child health was opened. During 
the period 20 hospitals, 152 urban dispensaries, 209 rural dispensaries 
and 4,792 hospital beds were added. Advances were made in en- 
larging the corps of doctors, nurses, and public health personnel. 
Among measures taken to expand the facilities for higher medical 
education was the establishment of the All India Medical Institute. 

By 1955 more than 20,000 new primary schools and 5,700 new sec- 
ondary schools had been opened. Progress was also reported in 
schemes for expanding technical and vocational education; literacy 
programs; higher scientific education and research and social educa- 
tion. As of the end of 1955 over 34,000 housing units had been built 
under the Government subsidized industrial housing scheme. Prog- 
ress also was reported in land reform, the expansion of social-security 
benefits, the stabilization of wages and the improvements of industrial 
working conditions. 


Summary 

India’s total financial outlay in the public sector as of the end of 
1954-55 was Rsl3 billion (equivalent to US$2.73 million). The 
amount budgeted for 1955-56 was Rs7.1 billion (US$1,491 million). 
This would bring total expenditure by the central and state govern- 
ments to Rs21.1 billion (US$4,431 million) as against Rs23.2 billion 
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(US$4,872 million) originally estimated in the plan. Total external 
aid received from April 1951 to March 1956 amounted to about 
Rs3 billion (US$630 million) or one-seventh of the total outlay. 

India’s national income (in 1948-49 prices) increased from Rs88.5 
billion (US$18.6 billion) in 1950-51 to Rs99.5 billion (US$20.9 billion) 
in 1953-54. Per capita income had reportedly reached a level of 
Rs261 (US$54.81) im 1952-53 which was the plan target for 1955-56. 
As of March 1955 it was estimated that with allowances made for 
favorable monsoons the real increase in national income by March 
1956 would be about 15 percent. 

By way of comparison, it may be noted that in the United States, 
real per capita disposable income (i. e., income less taxes in terms of 
constant prices) increased 7.7 percent between 1950 and 1955. 


D. INDIA’S SECOND FIVE-YEAR PLAN 


The second 5-year plan covers the period from April 1956 through 
March 1961. The draft plan or frame for a plan known as the Maha- 
lanobis plan has been under consideration since April 1955. Actually, 
the various ministries and the planning commission have been working 
on segments of the second plaa throughout the period of the first plan. 
The planning process for the second plan has been slightly altered from 
that followed previously. Advisory councils of representatives of 
various segments of industry, agriculture, and commerce have been 
created. A shift of greater responsibility has been made to localities 
for the detailed planning of local programs and there has been greater 
centralization of responsibility at the center for national programs. 

During the planning process, the plan was revised upward several 
times. As of early March 1956, it was reported to call for total 
expenditures of Rs.71.5 billion (equivalent to US$15 billion). Of 
this amount, Rs.48 billion (US$10.1 billion) would be in the public 
sector, compared with Rs.21.1 billion spent in this sector in the first 
5-year plan, and Rs.23.5 billion (US$4.9 billion) would be in the 
private sector.” 

The plan calls for the national income to increase at the rate of 
5 percent a year (as compared to 2 percent under the first 5-year plan). 
This would represent an increase in real per capita income of 19 
percent during the period based on a 7-percent increase in population. 
To implement this primary objective of raising the standard of living 
thréugh an increase in the national income, the plan envisions a more 
rapid industrialization, particularly in the development of heavy 
industries. Investment in industry and mining would account for 
25 percent of the total planned expenditure. (Of the balance, 17.1 
percent is for agriculture and community development; 8.9 percent 
for power; 16.1 percent for transport and communications; 24 percent 
for construction; and 8.9 percent miscellaneous.) Production of 
consumer goods would be increased by 20 percent and producer goods 
by 150 to 175 percent. Of the total amount allocated for industrial 

® U.S. Department of Commerce, Foreign Commerce Weekly, March 5, 1956, p. 4, see also The Mahala- 
nobis Plan; the Eastern Economist, April 22, 1955, p. 651; the Economist (London) September 17, 1955, p. 
1056, ses. 11, October IL, 1965, p12: New York Times, September 2 1086, p. 5; United States President” 
Report to Congress on the Mutual Seomrliy Program for the 6 months ended June 30, 1955, Washington U.S. 
Government Printing Office 1955, p. 21; U. S. Foreign Service Despatch, American Embassy, New Delhi, 
No. 793, dated January 21, 1955, No, 861, dated February 10, 1955, No. 1127, dated April 19, 1955; Indiagram, 
February 11, 1954, May 12, 1954, September 3, 1954, November 15, 1954, January 17, 1955, July 27, 1955, 


October 7, 1955; Balogh T., India’s Second Five Year Plan, a critical appraisal. The Banker (London) 
August 1955, pp. 111-118. The Eastern Economist, July 29, 1955, and August 12, 1955. 











376 ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 


investment, 30.4 percent (Rs.4.2 billion—-US$882 million) is for 
increasing iron and steel production capacity, and 10.7 percent 
(Rs.1.5 billion—US$315 million) for heavy machinery. Steel pro- 
duction is to be increased from 1.5 million tons to 6 million tons by 
1961. Cement production would be increased from 4.5 million tons 
to about 10 million tons. Noteworthy is the allocation of 21.4 percent 
(Rs.3 billion—US$630 million) of the industrial investment for 
consumer goods factories and small-scale industries. 

It is foreseen that overall agricultural output would be increased 
by 20 percent with an increase of 15 percent in the production of food 
grains. 

Under the second 5-year plan there would be a shift from the con- 
struction of large-scale river development projects to smaller irrigation 
works. Present power projects would be continued and further de- 
velopment of transportation facilities, particularly railroads, would be 
undertaken. The community development program would be con- 
tinued. A goal of 11 million new jobs to be created by 1961 has since 
been considered overly optimistic by some officials of the Indian 
Government. 

Although the final financing scheme had not been announced as of 
March 1956, it was anticipated that Government receipts from taxes, 
railroad profits, and savings would be Rs.24 billion (US$5 billion), or 

recisely half of the planned public outlay. Deficit financing of Rs.12 

lion (US$2.5 billion) was projected, along with anticipated foreign 
assistance from all sources of Rs.8 billion (US$1.7 billion). This 
would leave a gap of Rs.4 billion (US$840 million). To meet at least 
a portion of this deficit, a proposal is under consideration for increasing 
taxation from the present scale of 7 percent of the national income to 
9 percent.” 

IV. ECONOMIC PLANNING: CHINA 


Economic planning in Communist China was prescribed in the 
Common Program enunciated by the Chinese Peoples Consultative 
Conference in September 1949.% Article 33 of this document provided 
that the Central Government— 
shall as early as possible draw up a general plan for rehabilitating and developing 
the branches of public and private economy of the entire country, determine the 
division of work and cooperation between the central and local government in 
economic construction and carry out unified coordination of the mutual relations 
between the economic departments of the central and local governments.” 


Prior to the end of 1952, only limited planning was undertaken. 
This was conducted by the planning board of the Committee on 
Financial and Economic Affairs and by the various Government 
ministries and economic agencies. In January 1952, ‘“Tentative regu- 
lations governing capital construction” were issued.” These defined 
the procedure for planning and defined the role and relationships of 





% Foreign Commerce Weekly, Mar. 5, 1956, p. 4. 

% The financial plan was based on the formula that capital formation would increase from 5.9 percent 
of national income in 1955-56 to 11 percent in 1960-61. Assuming that 30 percent of the increment were saved 
the resources for economic development would be Rs.56 billion. Discussion now hinges on the reality of 
the estimate that 30 percent could be saved. See India’s Marginal Rate of Capital Formation, the Eastern 
Economist, August 5, 1955, and Financing the Second Plan, The Eastern Economist, August 12, 1955, 

% For a detailed study see Ronald Hsia, Economic Planning in Communist China. New York, Inter 
national Secretariat, Institute of Pacific Relations, 1955. ‘ 

* Chung-Yang T'sai-Ching Cheng-tse Fa-ling hui-pien (Compendium of laws and regulations regarding 
financial and economic policies of the Central Peoples Government) Peking Series I, 1950, p. 4, quoted in 
Ronald Hsia op. cit. 

Text of document in Chieh-fang jih-pao (Emancipation Daily) Shanghai, January 19, 1953, 
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the central planning agency and the decentralized planning units. 
The period until the A of 1952 was referred to as the reconstruction 
period. By the end of this period it was reported that the state had 
obtained control over 80 percent of the heavy industry and 55 per- 
cent of total industrial output. At this point preparations were made 
for longer range planning. 

During the last half of 1952, six new ministries were created to 
administer the 5-year plan which was announced but not made public 
at the end of 1952.% A State Planning Commission was also created 
to supervise planning and the execution of the plan. Special depart- 
ments for capital construction were established within the existing 
Government ministries and economic agencies. Although the first 
5-year plan was put into operation in 1953, during 1953 and 1954 
numerous changes were made in the original plan targets. The 
work of making the plan was completed in February 1955. Imme- 
diately prior to its final approval and publication there was evidence 
of an internal political struggle which resulted in a down-scaling of 
some targets. It was finally approved by the national conference of 
the Communist Party of China in March 1955 and by the State 
Council in July 1955. 


A. CHINA’S FIRST 5-YEAR PLAN 


China’s first 5-year plan covers the period 1953-57 inclusive. It 
provides for a total outlay during the period of 76,640 million yuan.” 
This would be equivalent to US$32.6 billion.' Of this total expendi- 
ture, 42,740 million yuan (US$18.1 billion) or 55.8 percent is for invest- 
ment in capital construction. The remaining 33,900 million yuan 
(US$14,425 million) or 44.2 percent is to be allocated for activities 
in support of capital construction. These include engineering, sur- 
veying, stockpiling, the development of industrial production, trans- 
port, and posts and communications. It also would include the capital 
required for current operations of the various economic cultural and 
onan on departments including the training of specialized per- 
sonnel. 


The distribution plan allocates the total outlay as follows: ? 
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% The ministries of First Machine Building, Second Machine Building, Building Construction, Geology, 
Food, and Higher Education. In addition, the Ministry of Foreign Trade and the Ministry of Commerce. 

# The First Five-Year Plan of the Peoples Republic of China for the Development of the National Econ- 
omy: 1953-57. Peking, Peoples Publishers and Li Fu-chun, Report on the First Five-Year Plan for Devel- 
opment of the National Economy, supplement to ‘‘ Peoples China,’’ August 16, 1955. 

1 Dollar equivalent calculations are based on the exchange rate of 2.355 yuan to thedollar. Thisismidway 
between the 1953 buying and selling rate. First Five-Year Plan of the Peoples Republic of China for the 
Development of National re 1953-57, Peking, Peoples Publishers, August 1955 (translation and 
summary, U. 8. Consulate General, ae Kong, Foreign Service Despatch 387, 1955, and Li Fu-chun, 
“a the First Five-Year Plan, supplement to Peoples}China, August 16, 1955. 
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The main effort under the plan is centered on industrial construc- 

tion. This is because, in the words of Wang Kuang-wei, Secretary 
General of the State Planning Commission— 
the continued growth of the national economy can be assured only if priority is 
given to development of heavy industry. Only this can bring about a steady rise 
in the material well-being of the people and their cultural growth.? 
Of the total investment in industrial capital construction (24.85 bil- 
lion yuan plus 1.77 billion yuan to be provided for agencies other than 
the Central Government Ministries, equivalent to US$11.2 billion) 
88.8 percent will go to heavy industry and 11.2 percent to light in- 
dustry producing consumer goods. 

This is even greater emphasis than the Soviet Union put on heavy 
industry during its first 5-year plan. Reportedly, the Soviet ratio 
was 85.9 percent in industries manufacturing means of production to 
14.1 percent in consumer goods industries.‘ 

This has been explained on grounds that (1) systematic planning 
of light industry can only follow development of heavy industry, 
(2) existing light industry still has many latent possibilities, (3) con- 
siderable quantities can still be supplied by existing handicraft 
industries, and (4) agricultural production must be further raised 
before an adequate supply of raw materials for new light industries 
is assured.® 

The lack of emphasis upon agricultural development (7.6 percent 
of the total expenditure) has been justified by the Chairman of the 
Planning Commission in that “agriculture cannot yet be extensively 
mechanized and it is not yet possible to undertake bigger projects in 
water conservancy and forestry in this 5-year period on a4 large 
scale.”’® 

No overall plan for financing over the entire 5-year period has been 
promulgated. Rather, the financial plan is contained in the annual 
state budgets. The published state budget for 1955 indicates revenue 
as follows: ’ 
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3 Peoples China, No. 15, August 1, 1955, p. 5. 
4 Li Fu-chun report, op. cit., p. 20. 
§ Wang, Kuang-wei, A Great Plan. Peoples China, No. 15, August 1, 1955, p. 8. 
6 Ibid. 

7W ae ae Chih, China’s 1955 Budget, Peoples China, August 1, 1955, p. 11. 
‘ Ib p. 13. 
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The expenditure on economic construction breaks down further as 
follows: 


Million yuan Percent 
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Among the distinctions between the 1954 and 1955 state budgets, the 
expenditure on economic construction during 1955 is 14.8 percent more 
than in 1954. On the revenue side, receipts from private enterprises 
dropped from 13.3 percent of the budget income in 1954 to 10.7 percent 
in 1955. Revenue from state enterprises reportedly increased from 
70.5 percent in 1954 to 76.2 percent in 1955.° 


External assistance 


The Sino-Soviet treaty of friendship, alliance, and mutual assistance 
of February 14, 1950, provided for the transfer of the Chinese Eastern 
Railway (Changchun Railway) to China and for the return of the 
naval base at Port Arthur by the end of 1952. The Soviet Union 

ranted China credits of $300 million to be repaid over a 5-year period. 
he outlay between 1950-53 has been estimated at between 60 and 
100 million dollars per annum at 1 percent interest.’ 

In September 1953, an economic aid agreement was announced 
under which the Soviet Union would provide financial and technical 
assistance for 141 enterprises (91 new projects and 50 reconstruction 
projects). These were for the most part projects for development 
in mining, electric power, chemicals, fertilizer plants, textile plants, 
and producers goods industries, particularly metals and engineering. 
Although the total amount of aid under the agreement was not di- 
vulged, one unofficial report places it at $1 billion over a 10-year 
period retroactive to 1950." On October 12, 1954, an increase of $100 
million in the original loan was announced and further long-term 
credits amounting to $130 million were provided for 15 additional 
industrial projects. These agreements provide that in exchange for 
machine tools, oil drilling equipment, tractors, petroleum products, 
and* material for industry and transport, China will provide the 
Soviet Union with tungsten, molybdenum, jute, wool, lead, raw silk, 
leather, soybeans, rice, vegetable oils, tea, citrus fruit, and cork. 

The Soviet Union has sent an estimated 15,000 technicians and 
military, economic, and administrative advisers to China. These 
have been reported as operating in the following fields: Metallurgy, 
coal, oil, chemicals, power, machinaey geology, telecommunications, 
water conservation, agriculture, education, forestry, communications, 
transport, public health, finance, trade, and cooperatives. 

Four Sino-Soviet joint stock companies were formed in 1950 and 
1951: (1) A company to extract nonferrous and rare metals in Sinki- 

* Tbid., pp. 12-13, 

” Rostow, W. W., Prospects for Communist China, op. cit., p. 192. In 1953, the Soviet outlay represented 
only about 24 percent of the total Chinese capital formation which approximated $4 billion in aggregate 
“Widens Harry, New York Times, October 5, 1953, quoted in W. W. Rostow, Prospects for Com- 


munist China, op. cit., p. 276. Rostow estimates that on this basis aid for the period 1954-59 would be 
$117 million annually or about double the 1950-53 rate. 











330) ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 


ang Province; (2) a company to extract and refine petroleum in 
Sinkiang; (3) a company to build and repair ships in Dairen; and (4) 
a company to operate a civil airline between North China ‘and the 
Soviet Union.” By an agreement of October 12, 1954, the Soviet 
interest in these companies was transferred to China commencing 
January 1, 1955. Also on October 12, 1954, agreements were con- 
cluded for joint participation in the construction of a railway from 
Lanchow in China through Urumchi to Alma Ata in the Soviet Union 
and for the construction of a railway from Tsining, China, to Ulan 
Bator in Outer Mongolia, linking with the railway from Ulan Bator 
to the Soviet Union. On the same date an agreement was concluded 
on scientific and technical cooperation. This provided for the ex- 
change of technical data and specialists.’* In addition to the tech- 
nical assistance which the Soviet Union has provided within China, 
Chinese students and technicians have been trained in the Soviet 
Union. 

The report of the State Planning Commission on the first 5-year 
plan * made in July 1955, states that of the 694 major industrial 
construction projects, the Soviet Union was designing and super- 
vising construction of the 156 projects which form the nucleus of 
China’s industrial development. Soviet participation is described as 
“beginning with geological surveys, selecting construction sites, collect- 
ing basic data for designing, supplying equipment, directing the work 
of construction, installation, and getting into production, and supply- 
ing technical information on new types of products, and ending with 
directing manufacture of the new products.” 

The 1955 official report states that economic and technical assistance 
is also being received from Poland, Czechoslovakia, Hungary, Ru- 
mania, and Kast Germany.” These countries are supplying installa- 
tions for generating electric power, for the chemical industry, mining, 
textile manufacture, sugar processing, and equipment for photography 
and printing.” 


Development programs 


The objectives of the major development programs and progress 
made toward attaining the objectives are summarized: 

Industry.—The growth in industrial output was scheduled to reach 
an index of 198.3 by 1957 (based on 100 in 1952) or an annual average 
increase of 14.7 percent. Output would increase from 27 billion yuan 
(equivalent to US$11.4 billion) in 1952 to 53.6 billion yuan (US$22.8 
billion) in 1957. The production of state-owned industry would 
increase more rapidly than that of private industry, so that between 
1952 and 1957 private industrial production would decrease from 39 
percent to 12.2 percent of the total. 

The following increases in rated capacity for selected industrial 
products are projected in the plan:”® 

12 For anaccount of the an Sian stock companiessee Chang Feng, A New Kind of Economic Cooperation, 
Peoples China, Feb. 16, 1955 

8 For agreements of October 12, 1954, see Communique on Negotiations Between China and the Soviet 
Union and Other Documents, supplement to Peoples China, Nov. 1, 1954. 

“4% Ti Fu-chun. Report on the First Five-Year Plan for Devel ypment of the National Economy, 
Supplement to Peoples China, August 16, 1955. See also Li Che-jen, Fraternal Aid Speeds the Five-Year 
Plan. Peoples China, September 1, 1955. 

16 Thid. 

1 Li Fu-chun, op. cit., p. 47. 


i7 Li Che-jen, op. cit., p. 3. 
18 Wang, Kuang-wei, op. cit., pp. 7-8. 
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The plan envisages the reconstruction and expansion of existing in- 
dustrial areas in northeast China; the development of 2 new indus- 
trial areas, 1 in the Inner Mongolia autonomous region and 1 around 
Wuhan in central China; the beginning of industrial construction in 
southwest China; and the establishment of conditions for further in- 
dustrialization throughout other areas of the country. In the field of 
light industry, beginning steps wouid be taken to move the textile in- 
dustry from coastal areas into the interior.” 

The Chinese are prone to report industrial production in terms of 
percentages or of plants completed, and it is difficult, therefore, to 
make absolute measurements. The percentage increases are sub- 
stantial. 

During the first 2 years of China’s first 5-year plan (1953 and 1954), 
the Communists claim that the total output value of agriculture and 
industry increased at the average annual rate of 11.9 percent and 
that the total output value of industry in 1954 had increased 53.7 
percent over 1952. Other increases claimed in production capacity 
for important industries were reported as: Steel, 427,000 tons; 
electric power, 530,000 kilowatts; coal, 13 million tons; cement, 
650,000 tons; cotton spindles, 700,000. Production increases during 
the first 2 years were reported as: Pig iron, 65 percent; steel, 65 
percent; electric power, 51 percent; cement, 61 percent; and cotton 
piece goods by 37 percent. Reflecting the shift from private to state- 
owned industry, the output of state and combined state-private in- 
dustries rose from 61 percent of the total in 1952 to 75.1 percent in 
1954. 

Capital goods accounted for 40 percent of all industrial production 
in 1952 and for 43.8 percent in the first 6 months of 1955. 

China’s investment during the first 2 years was reported as amount- 
ing to 32 percent of the total planned investment for the 5-year 
period. The amount of external aid utilized has not been reported. 
The total amount of wages paid throughout China in 1954 was re- 
portedly 56 percent higher than in 1952 while wages of factory and 
office workers had increased by 14 percent. Peasants’ income from 
agricultural production was reported to have increased 7 percent. 
Retail sales reportedly increased by 41.7 percent. 

In the area of capital construction it was reported that 39 major 
projects were completed during 1954 while 67 were scheduled for 
completion during 1955. As of July 1955 a total of 136 major enter- 


1° The First Five-Year Plan of the People’s Republic of China for the Development of the National 
Economy: 1953-57; op cit., ch. ITT, 
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prises classified as industrial capital construction had been completed.” 

The State Statistical Bureau has reported many technological im- 
provements in industry.” Among these, new automatic equipment 
has been installed in 20.6 percent (in terms of capacity) of the power 
industry; cotton selecting devices and pneumatic cotton absorbers 
have been extensively installed in the textile industry; the proportion 
of mechanically cut coal went up 8.2 percent in 1954 over 1953, and 
numerous advanced methods have been introduced in the steel 
industry and in the machine-building industry. A résumé is made of 
the goals and developments in the major industries. 

Iron and steel.—China’s steel production in 1952 was reported as 
1,350,000 tons. The plan calls for a production of 4,120,000 tons by 
1957. It is expected that over the period of the first and second 
5-year plans (by 1962) steel production will increase to about 10 
million tons annually or an increase of 640 percent in 10 years. The 
ultimate increase in annual capacity is stated as 5,750,000 tons for 
pig iron and 6,100,000 tons for steel. During the 5-year period 
ending in 1957, annual capacity in pig-iron production would increase 
by 2,800,000 tons and steel capacity by 2,530,000 tons. 

The plan calls for the reconstruction of the Anshan Iron & Steel 
Works in Manchuria during the period, the development of a new steel 
center at Paotow, and for expansion of the steel center at Wuhan by 
1962. Paotow in the Inner Mongolian autonomous region is to be- 
come the heart of an industrial area in north central China. Wuhan 
is the tri-city area on the Yangtze in Hupeh Province which at present 
is the manufacturing and trade center and the transportation hub 
of central China. It is comprised of the cities of Hankow, Hanyang 
(where steelworks already exist), and Wuchang. The first-phase 
projects are to be completed at Paotow in 1962 and at Wuhan in 
1961.” In addition to the 3 major bases, 4 high-grade steel works 
and a number of small works will be renovated. Upon completion 
Anshan will produce annually 2.5 million tons of pig iron, 3.2 million 
tons of steel, and 2.5 million tons of rolled steel. It is estimated that 
Anshan alone will produce enough rolled steel to meet the needs for 
locomotive-building works, shipyards, and motor and tractor works 
throughout the first 5-year plan and the early part of the second. 
The output of rails will be sufficient to lay 1,800 miles of railway 
annually.” As of July 1955, 17 of the projects planned at the Anshan 
Iron & Steel Works reportedly had been completed. These included 
a heavy rolling mill, a seamless-steel-tubing mill, a sheet-steel mill, 4 
automatic-blast furnaces, 8 batteries of coke ovens, an ore-dressing 
plant, and a sintering plant.” 

At Paotow the surveying has been completed and construction 
started on the auxiliary structures around the main site of the inte- 
grated plant, while preliminary construction has commenced at 
Wuhan (Tayeh). Upon completion these 2 plants are expected to 
increase the output of structural steel by 150 percent and steel ingots 
by about 300 percent over 1952.” 

»” Chi-hsin, Chu, The First Two Years of the Five-Year Plan, op. cit., p. 13. 

3! State Statistical Bureau, communique, op. cit., p. 3. 

2 Wei Yi. The Rate of China’s Industrial Growth. Peoples China, October 1, 1955, p. 15, and Li Fu- 
chun. Report on the First Five-Year Plan for Development of the National Economy, op. cit., p. 11. 

2 Kuang-wei, Wang. A Great Plan. Peoples China, August 1, 1955, p. 7. 

% Chi-hsin. Chu. The First Two Years of the Five-Year Plan. Peoples China, October 1. 1955, p. 13. 


% Peoples China, October 1, 1955, and September 1, 1955, and Pravda, September 28, 1953. Li Fu-chun. 
Report, op. cit., p. 12. 
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Heavy machinery and engineering.—I|n emphasizing development 
of the engineering industry the plan calls for the construction of 9 
new major plants and for the renovation or expansion of 15 existing 
plants. Two heavy-machinery plants are to be built, one at Taiyuan 
and the other at a location as yet not disclosed. Upon completion 
these two plants are to have a capacity for producing annually 
sufficient ironsmelting, steelmaking, rolling-mill, and coke-oven 
equipment to equip an integrated steel works having an annual 
capacity of 1,600,000 tons.* 

In addition to the two heavy-machinery-building plants there is to 
be a mining-machinery plant, a petroleum-machinery plant, and a 
pneumatic-tools plant. In all there are 80 important projects de- 
signed to establish a foundation for China’s machine-building industry. 
During the first 5 years primary emphasis is laid on the development 
of the manufacture of metallurgical equipment, electric-generatin 
pe, mining equipment, transportation and agricultura 
machinery and metal-cutting machines. 

Work has been completed on the Harbin Measuring Instrument 
& Cutting Tools Works, the Northeast Electrical Equipment Plant 
at Harbin, the Shenyang Low Voltage Switch Gear Factory, and the 
Shenyang Pneumatic Tool Factory. Progress is reported on other 
machine-tool plants, a motorcar works, a factory for making tele- 
communications cables, and a shipyard. A tractor plant having an 
annual capacity of 15,000 tractors of 54 horsepower is being con- 
structed but will not go into operation during the period.” 

Coal mining.—The ultimate increase in annual capacity for coal pro- 
duction is set at 93,100,000 tons, with an increase of 53,850,000 tons 
by 1957. Actual production of coal would increase from 63.5 million 
tons in 1952 to 113 million tons in 1957 (1.8 times). During the 
period 194 major construction projects are to be undertaken, and 31 
new coal-mining enterprises are to be built. The annual capacity of 
the 5 largest enterprises are to reach the following level by 1957: 
(1) Fushin Mining Administration (8,450,000 tons), (2) Kailan Mining 
Administration (9,680,000 tons), (3) Tatung Mining Administration 
(6,450,000 tons), (4) Huainan Mining Administration (6,850,000 tons), 
and (5) Fushun Mining Administration (9,300,000 tons) *—a total of 
40,730,000 tons. 

Textiles—During the 5-year period 39 textile mills are to be built. 
The ultimate increase in cotton spindles is set at 1,890,000 spindles, 
of which 1,650,000 spindles are to be added by 1957. The production 
of cotton piece goods is expected to increase from 111,630,000 bolts in 
1952 to 163,720,000 bolts in 1957. During the 5-year period con- 
struction will commence on 19 mills under the Ministry of Textile 
Industry and 19 mills by local enterprises or joint state-private 
enterprises. The principal new cotton mills are being built in Cheng- 
chow, Shihchiachuang, Peking, and Sian. With the exception of the 
Peking mill, all are being equipped with machinery produced in China. 
Machinery for the Peking mill, which will have 80,000 spindlesfand 
3,600 looms, is being secured from East Germany. 

The new flax mills, having a combined annual capacity of about 
1,800 tons, went into operation early in 1955. The mills, equipped 

2% Li Fu-chun. Report op. cit., p. 12; and Ronald Hsia, op. cit., pp. 30-41. 
27 Peoples China, September 1, 1955, p. 23. Li Fu-chun. Report, op. cit., p. 13. State Statistical 


Bureau Communique, op. cit., p. 3. Li Fu-chun report, op. cit., p. 12. Ronald Hsia, op. cit., p. 41. 
% Ibid. (Li Fu-chun), p. 12; and The First Five-Year Plan, op. cit., pp. 17-19. 
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with Soviet automatic machinery, are located at Hulan and Yacheng 
near Harbin.” 

Electric power.—The plan sets a target of an ultimate increase in 
annual capacity of 4,060,000 kilowatts, “with an increase of 2 050,000 
kilowatts by the end of the 5-year period. Production would increase 
from 7,260 million kilowatt-hours in 1952 to 15,900 million kilowatt- 
hours in 1957. During the 5-year period the plan calls for the con- 
struction of 107 major power industry construction projects. These 
consist of 92 powerplants and 15 power-transmission projects. Among 
the plants to be built during the period are 76 thermal power stations, 
of which 15 reportedly have a capacity of more than 50,000 kilowatts 
each. 

A total of 16 hydroelectric projects are ultimately envisaged. 
During the 5-year period work will commence on the powerful hydro- 
electric plant at Sanmenhsia in the Sanmen Gorge. Also during the 
period the Fengman hydroelectric plant, China’s largest existing 
plant, is to be renovated and automatic equipment installed with 
Soviet assistance. Upon completion, it will have a capacity of more 
than 560,000 kilowatts. In addition to the powerplants the estab- 
lishment of 10 high-tension power networks is planned. 

Important projects under construction or recently completed in- 
clude 9 thermal powerplants, the reconstruction of 4 thermal power- 
plants, and 3 hydroelectric plants. New powerplants are being built 
in Sian, Lanchow, Tihwa, Chengchow, Taiyuan, Paotow, Chung- 
king, Tayeh, and Tsitsihar. Existing thermal plants in F ushun, 
Fuhsin, Harbin, and Dairen are being renovated and expanded. The 
Sian plant is expected to increase power supply in the northwest by 
50 percent.” 

An ultimate increase of 800,000 kilowatts is planned in power- 
generating equipment, with all projects to be completed by the end of 
the 5-year period. The production of generators would increase 
from 30,000 kilowatts in 1952 to 227,000 kilowatts in 1957. Produc- 
tion of electric motors would increase from 640 000 kilowatts in 1952 
to 1,050,000 kilowatts in 1957. 

Other industries.—The increases in annual capacity for some other 
industries to be accomplished by the end of the first 5-year plan have 
been stated as follows: * 

Metallurgical and mining machinery: Ultimate increase in capacity 
190,000 tons; by the end of the 5-year period, 70,000 tons. 

Chemical fertilizers.—Ultimate increase 910,000 tons. By the end 
of the 5-year period, 280,000 tons. During the 5-year period, 5 
nitrogen fertilizer factories to be established. The chemical factory at 
Dairen being equipped with Soviet machinery is reported to have a 
capacity for producing potash three times that of China’s other 
chemical plants. 

Cement.—Ultimate increase in capacity, 3,600,000 tons. By the 
end of the 5-year period, 2,360,000 tons. Production to increase 
from 2,860 ,000 tons in 1952 to 6 million tons in 1957. 

Li Fu- -chun. Report, op. cit., p. 12; Ta Kung Pao Hongkong, May 11, 22, 1953, cited in Ronald Hsia 
op. cit., p. 42; and American Consulate General Hong Kong, economic report, May 26, 1955, p. 10. Con- 
struction was begun on the state-owned cotton mill at Shihkiang early in 1955. The mill will have 100,000 
spindles; work also has commenced on a new joint public-private cotton mill having 50,000 spindles. The 
factory buildings for the 100,000-spindle northwest No. 4 cotton-spinning and weaving mill at Sian were 


completed early in 1955. 

* Li Fu-chun, op. cit., p. 13; Ronald Hsia, op. cit., p. 39; and The First Five-Year Plan, op. cit. 
pp. 14-17. 

"Li Fu-chun. Report on the First Five-Year Plan for Development of the National Economy, op 
cit., p. 13, and soviet Weekly, July 9, 1953; and Ronald Hsia, op. cit., pp. 42-43. 








ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 385 


Nonferrous Metals.—While specific goals are not stated, the rede- 
velopment of aluminum production in Fushun and doubling the 
capacity of the Kochiu Tin Co. in Yunnan are reported. 

Petroleum.—The target for added crude oil production capacity 
during the 5-year period is stated as 1,520,000 tons or an increase of 
4.2 times the 1952 level. In the 5-year period crude oil. production 
is expected to show an average annual increase of 35.8 percent while 
production of gasoline would show an average annual increase of 
30.6 percent. There are 13 major construction projects of which 
9 are to be completed during the 5-year period. Two are designed 
by the Soviet Union. China’s efforts to increase petroleum pro- 
duction are centered on geological surveys and drilling in Kansu, 
Sinkiang, Szechuan, and Tsinghai, expansion of production in the 
existing Yumen and Sinkiang oil fields and increasing production of 
shale oil at Fushun. 

Rubber.—Goals are not stated. It is reported, however, that two 
new plants are being built, one for the manufacture of automobile 
tires, the other for manufacture of other rubber products. The 
capacity of the two existing plants is to be doubled. 

Machine-made paper.—Ultimate increase in capacity 560,000 tons. 
By the end of the 5-year period, 95,000 tons. Production to increase 
from 370,000 tons in 1952 to 650,000 tons in 1957. ‘The two new paper 
mills are located in Hupeh and at Kiamusze. Twelve existing 
paper mills are being renovated, including the large Canton Paper 
Manufacturing Co. 

Machine-processed sugar.—Production to increase from 249,000 tons 
in 1952 to 686,000 tons in 1957. <A large modernized sugar factory in 
K weihsien in Kwangsi Province will be capable of processing 1,500 tons 
of sugarcane daily. Another plant is located in Suihsi in Kwangsi and 
four new refineries are being built in Kwangtung Province. 

Transport and communications——Under the plan investment in 
transport and communications is second only to investment in indus- 
try. Of the total amount allocated for capital construction (42,740 
million yuan) 19.2 percent or 8,206 million yuan (equivalent to US 
$3,491 million) is earmarked for transport, ports, and communica- 
tions. This is supplemented by a portion of the 33,900 million yuan 
(US$14,426 million) allocated for activities in support of capital con- 
struction. The total amount allocated for transport alone has been 
stated as 7,849 million yuan (US$3,467 million).* It was reported 
that under the 1953 budget the expenditure on development of com- 
munications and transportation increased 65 percent over that of 
1952 * and in 1954 was 43 percent over that of 1953.* 

Of the initial goal of 124,274 miles of railway announced early in 
1953, 6,214 miles were to be constructed by 1957. Low efficiency 
lines being rebuilt would total 430 miles.” Other targets for the 


82 Li Fu-chu, Report on the First Five-Year Plan, op. cit. p. 10, and the First Five-Year Plan, op. cit. 

. 30-32. 

» 33 Shou-tao, Wang. How China Is Modernizing Her Transport. Peoples China, September 16, 1955. 
Under the Sino-Soviet agreement of 1950, providing for a credit of $300 million to China, there was included 
a credit for “railway and other transport equipment, rails and other material for the restoration and develop- 
ment of the national economy of China.” 

4% New York Times, July 27, 1953, quoted in E, Tu Zen Sun, The Pattern of Railway Development in 
China, The Far Eastern Quarterly, February 1955. 

3% China Peeples Government State Statistical Bureau. Communique on National Economic Develop- 
ment and Fulfillment of the State Plan in 1954, September 21, 1955. Supplement to Peoples China, Novem- 
ber 20, 1955. 

%*E. Tu Zen Sun, The Pattern of Railway Development in China, op. cit. p. 095; Li Chang, Railway 
Construction in China, The Far Eastern Survey, March 25, 1953 and Wan Shou-tao, How China Is Modern- 
izing Her Transport, op. cit. p. 15. 

3 The First Five-Year Plan, op. cit. p. 31. 
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period are the construction of 6,200 miles of new roads, the acquisition 
of 400,000 metric tons of new shipping and the extension of civil 
airlines by 10,700 miles. By 1957 rail freight handled would be 
increased 101 percent, inland shipping 321 percent, coastal shipping 
190 percent, motor freight 373 percent and civil air freight 231 percent 
over 1952. Capacity for the manufacture of motor vehicles would 
be increased to 30,000 vehicles annually by 1957.% By 1957 the 
Peking-Chengehow Railway, the railway from Shihchiachuong to 
Yangchuan, the railway from Chengchow to Loyang, and from 
Chengchow to Hankow would be double tracked. 

A conspicuous element of the railway construction program is the 
priority being given to the economic development of China’s deep 
interior in the northwest and southwest (see map, facing p. 1). Else- 
where the construction of new rail links is closely tied in with indus- 
trial development plans. The present rail link with the Soviet Union 
through Manchuria is being augmented by two new railways, one 
through Outer Mongolia and the other through Central Asia. One 
line connects with the Tientsin-Paotow line at Tsining (or Chining 
near Kweisui) and extends to Ulan Bator in Outer Monoglia. Here 
it links with the established line which forms a connection between 
Ulan Bator in Outer Mongolia and Ulan Ude on the Trans-Siberian 
Railway in the Soviet Union. By the end of 1954 track had been 
laid on the Chinese section of this line between Tsining and Ehrlien 
and the entire line was reported completed in September 1955. The 
other projected connection with the Soviet Union will extend a dis- 
tance of 1,692 miles from Lanchow in north central China westward 
through Sinkiang Province to connect with the Turkestan-Siberia 
Railway at Alma-Ata in the Soviet Union. Track on this line has 
been laid beyond Chiupa and is expected to reach the Yumen oilfields 
in 1956.° Lanchow is also the centrum for other important lines 
under construction or recently completed. A 680 mile line between 
Lanchow and Paotow will provide a rail outlet to the south for the 
heavy industry center of Paotow and will bring the provinces of 
Suiyuan, Ninghsia, and Kansu into closer economic contact with the 
rest of China. A line linking Lanchow with the Lunghai Railway at 
Tienshui was completed in September 1952. 

Another important line which will link northwest and southwest 
China is that from Paochi on the Lunghai Railway southward to 
Chengtu. This is expected to be open to traffic by the end of 1956. 
From Chengtu one line is projected to Kunming where it will link 
with the Yunnan-Indochina Railway. Another line will run from 
Chengtu to Kweiyang via Chungking. This line will connect in 
Kweiyang with the Canton-Hankow Railway upon completion of 
the projected Hunan-Kweichow Railway. It will also connect with 
the line which was completed in November 1951, between Laipim 
and Chennankwan on the Indochina border. Elsewhere, railway 
lines from Litang in Kwangsi Province to Chanchiang in the Leichow 
Peninsula opposite Hainan Island and from Fengtai to Shacheng in 
Hopei Province were opened to traffic during 1955. Construction is 
in progress on a line from Yingtan in Kiangsi to Amoy in Fukien 

% Wang, Shou-Tao, op. cit. p.15,and Li Fu-chun. Report on the First Five-Year Plan for Development 
of the National Economy, op. cit. p.16. See also Peoples China August 16, 1956, p. 24. 
%In December 1955 it was reported that tracks were laid to a point of 378 miles west of Lanchow. 


— is 180 miles further northwest. See Henry R. Lieberman, New York Times, December 28, 1955, 
Dp. e 
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Province ‘and on the Peking-Chengteh line which will link: Peking 
with the northeast. Work has started on the Yangtze River Railway 
and highway bridge at Wuhan which will link the Peking-Hankow 
Railway with the Hankow-Canton Railway. Two important high- 
ways, the Sikang-Tibet (1,400 miles) and the Chinghai-Tibet (1,300 
miles) were opened to traffic during 1954. 

By 1954, a total of 870 miles of railway had been laid. A total of 
3,621 miles of roads were built during 1954. Targets were reported 
exceeded in rail freight tonnage, turnaround rate, and coastal and 
river shipping. Air freight increased by 31 percent over 1953 and 
the volume of post and telecommunications services by 9 percent. 
Percentage increases during 1954 over 1952 have been reported as: 
rail freight (ton-miles) 55 percent; passenger transport (passenger 
miles) 45 percent; motor freight (ton-miles) 175 percent; inland and 
coastal shipping (ton-nautical miles) 85 percent." 


Agriculture 


The comparative lack of emphasis upon agriculture under the first 
5-year plan is reflected in the allocation to agriculture, water conserv- 
ancy, and forestry departments of only 7.6 percent (3,260 million 
yuan—equivalent to US$1,344 million) of the total outlay for capital 
construction. Nevertheless, under the plan, the total output value of 
agriculture and subsidiary rural production would increase by 23.3 
percent over 1952, an average of 4.3 percent per year, to a total of 
59,660 million yuan (US$25,451 million) in 1957. Grain production 
in 1957 would be 192.8 million metric tons (an increase of 17.6 percent). 
The 1957 target for production of cotton was set at 1,635,000 metric 
tons (an increase of 25.4 percent); cured tobacco 390,000 metric ions 
(76.6 percent); jute 365,000 metric tons (19.7 percent); sugar beets 
4,707 million pounds (346.4 percent), and oil-bearing seeds by 37.8 
percent in sown acreage. 

Actual production is behind this schedule, due at least in part to 
floods in the Yangtze and Huai River Valleys in 1954. The harvest 
in 1954 was claimed to be 3.4 percent higher than in 1952. 

Although the plan calls for expansion of the area under cultivation 
by 6,447,000 acres by 1957, large-scale reclamation 1s not to be under- 
taken until the second 5-year plan. During the present period some 
16.6 million acres of uncultivated wasteland are being surveyed and 
plans developed for the reclamation of 6.6 to 8.3 million acres of un- 
cultivated land. The area of irrigated land would be extended by 
6,370,000 acres during the period. 

Technical improvements in agriculture include the introduction of 
improved implements and seeds and measures for the elimination of 
plant diseases and insect pests. Efforts are to be made to increase the 
acreage under high yield crops and double croppings to be expanded 
where conditions permit.“ Centers for instruction in scientific agri- 
culture would be established in each district (Chu). It was reported 
that by 1955 instruction centers had been established in 11 percent of 
the districts.“ Among the objectives of the plan, the incorporation 


40 Peoples Republic of China, State Statistical Bureau. Communique on National Economic Develop- 
ment and Fulfillment of the State Plan in 1954, April 21, 1955. Supplement to Peoples China, No. 20, 1955, 

41 Chu Chi-hsin. The First Two Years of the Five-Year Plan. Peoples China, October 1, 1955, p. 14. 

42 Li, Fu-chun, report op. cit., p. 14, 26-30, and Peoples China, August 1, 1955, p. 9, and The First Five 
Year Plan, op. cit., pp. 26-29. 

* Chang, Lin-chin, A Five-Year Plan for Increasing Agricultural Output. Peoples China, September 
16, 1955, p. 7. 
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of about one-third of China’s 110 million peasant households into 
agricultural producers cooperatives has been described as— 

A first step toward Socialist transformation of agriculture, one of tremendous 
significance for development of agricultural production, for restriction and grad- 
ual elimination of rich-peasant economy and the drawing of agriculture into the 
orbit of the state plan.“ 

The plan does not set a timetable for collectivization but Com- 
munist leaders have outlined the objectives. In his report to the First 
National Peoples Congress, Premier Chou En-lai stated: ® 

The growth of agriculture obviously falls behind the needs of the people and 
the state for agricultural produce. In order that agriculture may develop more 
quickly and in a more planned manner, we must gradually carry out the Socialist 
transformation of agriculture. That is, to change backward individual farming 
step by step to collective farming by organizing the peasants into mutual-aid teams 
and cooperatives on a voluntary basis. 

Chou estimated that in August 1954 some 60 percent of all peasant 
households were members of the mutual-aid teams and that producers 
cooperatives (the more advanced stage of collectivization) had 
100,000 members. Half of the peasant population would be members 
by the end of the first 5-year plan. 

The Vice Premier, Teng Tzu-hui, has described the collectivization 
process as falling into two stages: “ In the first agricultural producers 
cooperatives would be formed which are described as partial collective 
ownership in which the peasant invests his land as a share. He 
retains title to the land even though control is relinquished to central 
management. In the second stage there would be complete relin- 
quishment, of land to collective ownership. 

Among the accomplishments claimed, it is reported that by 1954 
more than 50 million acres under grain and oil-bearing crops had been 
sown with better strains. More than 8 million acres had been sown 
to high-grade cottonseed. 

At the end of 1954, there were 2,400 state farms of which 97 were 
mechanized. A year later there were 117 mechanized state farms 
with 713,000 acres under cultivation. A total of more than 1,900,000 
additional acres of land had been brought under cultivation. At the 
end of 1954, there were 89 tractor stations; at the end of 1955 there 
were 106. During the winter of 1954 and spring of 1955 more than 
500,000 farming cooperatives were formed. It was reported in 
September 1955 that a total of 650,000 farming cooperatives had 
been formed embracing 14 percent of all peasant households. Waste- 
land reclaimed during 1955 totaled 1,647,000 acres; almost 3 million 
acres had been afforested and 2,305,800 additional acres had been 
brought under irrigation.”” 

It was reported that as a result of the organization of farming cooper- 
atives the average annual per capita expenditure of the rural popula- 
tion on consumer goods increased from 31.1 yuan bectasielaned to 
US$13.23) in 1952 to 42.8 yuan (US$18.21) in 1954. 

Notwithstanding the reported increases in agricultural production, 
as of the middle of 1953 food remained scarce with the Communist 





“ Wang, Kuang-wei, Peoples China No. 15, August 1, 1955, p. 9; see also same issue, p. 3. 

4 Chou, En-lai, report on government work (presented at the first session of the First National Peoples 
Congress, September 23, 1954), Peking New China News Agency, September 24, 1954 

4 Teng, Tzu-hui. Report on the Socialist transformation of agriculture made to the First National 
Peoples Congress. Peking New China News Agency, September 23, 1954. 

Wang, Ching-chih, China’s 1955 budget, Peoples China, August 1, 1955, and statistical bureau com- 
munique, September 21, 1955; and Chang Lin-chih, a Five-Year Plan for Increasing Agricultural Output, 
op. cit., p. 7. 
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government admitting that nearly 150 million peasants were short of 
grain in varying degrees. During 1955 grain production quotas were 
increased, marketing controls tightened, and the people exhorted to 
produce more and consume less. 


River developments 

Plans for river development including water conservation, flood 
control, irrigation projects, and the development of hydroelectric 
power are projected beyond the period of the first 5-year plan. Asa 
result of the disastrous floods in 1954 an initial emphasis has been 
placed upon flood control. Dikes have been reinforced and raised 
along the middle and lower reaches of the Yangtze, Huai, and Yellow 
River systems. Five reservoirs on the Huai River system have been 
completed, another is scheduled for completion in 1956, and work is 
in progress on a seventh. Together, these 7 reservoirs will store 
an estimated 26 billion cubic yards of water.“ During the period 
of the first 5-year plan, plans are to be developed for long-range 
projects on the Yangtze and Han Rivers. To date about 9,000 miles 
of the Yangtze and its tributaries including the Han River system 
have been surveyed.“ 

The Yellow River flows for more than 2,980 miles through 7 prov- 
inces. In the past its floods have caused more damage than those of 
any other river in China. The multipurpose plan for controlling the 
Yellow River and for the development of its resources, which will 
begin during the period of the present plan, is expected to take 50 
years for completion, but the first phase is scheduled to be finished 
by 1961. The plan, which was completed in 1954 with the aid of 
Soviet technicians, proposes to control the waterflow, remove silt, 
and eliminate the traditional shifting of the main channel of the Yellow 
River. Forty-six dams on the main river and 24 reservoirs on its 
tributaries will retard the flow of silt and will permit the release of 
water in controlled quantities for irrigation and the generation of 
electric power. The total area to be irrigated by the Yellow River 
system will be increased from 2.7 million acres to 19.1 million acres. 
The distance navigable by steamships will be extended to 1,115 miles. 
Hydroelectric power capacity will total 23 million kilowatts with 
annual output of electricity estimated at 110 billion kilowatt-hours. 
The two principal hydroelectric stations are to be located in the Liukai 
Gorge west of Lanchow and the Sanmen Gorge above Loyang. The 
flood-control project at Sanmen Gorge is scheduled for completion by 
1960 and the hydropower station by 1961. It is expected that the 
Sanmen power station will supply all of the electricity needed by the 
industrial cities of Honan, Shensi, and Shansi Provinces. 

The Kuanting Reservoir, which was completed in 1954, has a water 
storage capacity of 2,300 million cubic meters and is expected to play 
an important role in preventing floods in the lower reaches of the 
Yungting River.” 


# Hung Ya. To Prevent Floods. Peoples China, September 1, 1955, p. 24, and Liao Chien. Meishan 
Reservoir. Peoples China, September 16, 1955, p. 19. 

4 Wang Kuong-wei: A Great Plan. Peoples China, August 1, 1955, p. 10. 

® Teng, T'se-hui. Report on the multipurpose plan for permanently controlling the Yellow River and 
exploiting its water resources. Supplement to Peoples China, Septeinber 1, 1955, and LiJui, China’s Sorrow 
Will Be No More—The Taming and Exploiting of the Yellow River, Peoples China, August 16, 1955, p. 9, 
and Li Fu-Chun, report, op. cit., p. 13. 








390 ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 


CHINA 
PRINCIPAL RivER DEVELOPMENT PROvECTS 


say \ 
) Qa 
fa . PEKING 
Kuanting } 7, ages 
Res. = ; a Port Arthur-Dairea 


Kaoliangchien 
Sluice Gate, 
| f Main North Kiangsy | 
Itrigation Canal 


Jenhochi Sivice 
Gete 





& 


Reservoir 


Reservoir uader construction 


ea Dam with sluice gates 


LP. 
fi — Main irrigation channel 





SOURCE: People’s China, Jon.\6,1955 











ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 39] 


Public health and education 


Among the goals in the social fields the plan calls for a 77-percent 
increase in hospital beds and for 74 percent more doctors. In the 
first 2 years, there was an increase of 34 percent in hospital beds. 
The total hospital beds in 1954 numbered 190,000. 

The plan calls for enrollment in higher educational institutions to 
increase 127 percent from 1952 to 1957 to a total of 434,000 students. 
By 1954, the increase amounted to 33 percent. Of 47, 000 university 
graduates i in that year, 33 percent were engineering students. 

In secondary schools, the goal for 1957 is 724,000 senior middle 
students (an increase of 178 percent over 1952) and 3,983,000 junior 
middle students (an increase of 78.6 percent). The reported figures 
for 1954 are not precisely comparable. They show 608,000 students 
in secondary trade schools and 3,580,000 in other secondary schools. 
The latter figure was said to represent an increase of 22 percent over 
1953. 

The plan’s goal for elementary schools is an enrollment of 60,230,000 
by 1957, an increase of 18 percent over 1952. In 1954, elementary 
enrollment was 51,200,000." Overall, the plan contemplated that 
more than 70 percent of school age children will be attending school 
by 1957. Provision is also made for an expansion of scientific re- 
search. Twenty-three new research establishments would be added 
to the Academia Sinica and an additional 3,400 research staff members 
would be added. 

During the 5-year period 4.2 million additional people would be 
added to employment rolls. Average wages for factory and office 
workers would be raised 33 percent. Funds disbursed by State 
enterprises for employment insurance, medical care, welfare, cultural 
and education facilities for their personnel would exceed 5,000 million 
yuan (equivalent to U. S. $1,760 million). State housing programs 
for office and factory workers call for the construction of 495,144,000 
square feet of housing.” 


B. CHINA’S SECOND 5-YEAR PLAN 


No comprehensive official statements or reports have been made on 
China’s second 5-year plan. On the basis of the long delay in an- 
nouncing the first 5-year plan and the continuing changes in both 
the organization for planning and plan targets, unofficial pronounce- 
ment on the second 5-year plan are c considered speculative at present. 


V. SuMMARY COMPARISONS 


A. THE INHERITED ECONOMY 


A comparison of the economies of India and China at the time the 
two countries embarked upon their economic development programs 
reveals many basic likenesses. They shared large populations, high 
population density and the pressure of increasing population. Agri- 
culture accounted for a high percentage of the national output. 
Agricultural production, however, was insufficient to meet domestic 
needs. Although intensive methods of cultivation were used, both 


1 Sts atistical Bureau Communique, September 21, 1955 
Li Fu-chun, Report, op. cit., p. 17, and The First 5-Y ear Plan, op. cit. p. 35-38. 
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countries felt the need for such scientific improvements as seed selec- 
tion, improved fertilizers and improved farming methods. Both 
recognized the need for bringing new land under cultivation and for 
large scale irrigation and water storage projects. In both countries 
the lot of the farmer was hard. The percentage of absentee land- 
owners was high, land rents were high, and interest rates on loans to 
farmers were exorbitant. 

An imbalance existed between agriculture and industry. For the 
most part industrial development had hardly progressed beyond the 
stage of agricultural processing plants, light consumer goods factories 
and establishments along the coast ide ntified with western trade and 
commerce. The outstanding exception in both countries was the 
comparatively advanced development of the textile industry. Some 
slight beginnings had been made in the development of heavy indus- 
try. In China the existing iron and steel industry had been mainly 
developed by Japan and was centered in Manchuria. 

In both countries railway and highway communication were under- 
developed with consequent segmentation and a high degree of local 
self-sufficiency. Although this inadequacy of communications inten- 
sified the effects of periodic famine in isolated areas of both countries, 
On comparison, railway communications were much more highly de- 
veloped in India than in China. 

The low level of national and per capita income in both countries 
was evident in the prevailing poverty. There existed in both coun- 
tries persistent inequalities in the distribution of wealth and income. 
Reflecting the state of stagnation of the economy, the rate of capital 
formation in both countries was extremely low. 


B. BASIC RESOURCES 


Not only did India and China share these many likenesses in their 
economic position, but at the time they embarked upon their economic 
development programs they had a near equal resource base for indus- 
trialization. Both possess adequate supplies of coal, iron, and alloy 
minerals. Jndia has some slight advantage perhaps in having a 
higher grade of iron ore than does China and in having iron deposits 
located close to the coal deposits. There is little evidence of any 
distinction between the two countries in terms of such intangible 
factors as a national will for economic development, the degree of 
technical and managerial ability, or human capacity for coping with 
the myriad problems to be faced. 


C. THE INSTITUTIONAL SETTING 


Economic development in both countries is being undertaken con- 
currently with the development of new political and social institutions. 
The immediate historical background in India is that of independence 
from colonial status gained by peaceful means; in China, the violent 
overthrow of the preexisting government, The method in India has 
been that of evolution, while China has relied on the processes of 
revolution. India’s political institutions reflect a synthesis of the 
political heritage of the western democracies while those of China 
represent a transitional form of Communist totalitarianism, 
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The diverse institutional settings of the two countries have a direct 
impact upon economic development. China’s stated aim is state 
socialism involving the scheduled expansion of state ownership and 
reduction of private ownership in all areas of production and distribu- 
tion. In agriculture the aim is to supplant private ownership through 
collectivization. India’s stated aim is to develop the economy on the 
basis of private ownership but with state ownership of enterprises 
beyond the capacity of private industry or vested with an overriding 
public interest. In China, both economic planning and the execution 
of the plan are highly centralized. In India the Central Government 
assumes the leadership but relies heavily upon the states, the people 
and upon private industry both in planning and in operations. While 
both governments have taken extensive measures for the education 
of the people, in China the government since attaining power has 
utilized mass indoctrination media, mass shock treatment, mass re- 
education or ‘brainwashing,’ purges and mass liquidations, all of 
which have been on the basis of fiat, ordinance, or decree from the 
top down. The method in India has been through presentation of 
the facts, free discussion and persuasive leadership. As applied to 
economic development the distinction has been one of enforced decree 
in China compared with the patient eliciting of cooperation in India. 
In contrast to India the political and social philosophy of Chinese 
communism permits a greater disregard of the immediate welfare of 
the population in the interest of attaining long-range objectives. In 
economic development this is reflected in China’s great emphasis upon 
the development of heavy industry to the comparative néglect of con- 
sumer goods, agriculture and community development. India’s de- 
velopment program places a greater emphasis upon immediate benefits 
to the people at the sacrifice of more rapid industrialization. This 
basic philosophical difference is further evident in the mass requisi- 
tioning of human labor and the use of political prisoners in China 
for public works as compared with the use of free labor in India. 
This distinction makes possible the more rapid rate of industrial de- 
velopment envisaged by China. 

In comparing economic development in the two countries, then, 
the differences stem not so much from the preexisting economic 
situation as from the sociopolitical context in which economic develop- 
ment has been conceived by each. This is reflected in distinctions in 
goals and objectives, priorities, tempo of development, and in the 
means by which the objectives are to be attained. 


D. DISTINCTIONS IN ECONOMIC GOALS 


While India is trying to achieve a balanced development, China has 
placed the predominant emphasis during the first 5-year plan upon 
industrialization. Further, India’s industrialization programs are 
balanced as between light and heavy industries while the bulk of 
China’s investment is in heavy industry. India is investing new 
capital in selected consumer goods industries while China for the time 
being is only modestly expanding these industries. The Indian 
Planning Commission is attempting to bring about a gradual but 
continuous rise in real per capita income or average standard of living 
simultaneously with the development of the industrial base. China, 
on the other hand, has sacrificed an immediate rise in the standard of 
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living in the interest of more rapidly developing heavy industry which 
is considered basic to later development of the consumer-goods 
industries. 

This basic distinction between India’s balanced development and 
China’s concentration on industrial development poses difficulties in 
making across-the-board comparisons. For example, there is no exact 
counterpart in China to India’s community development program with 
its many benefits to the rural population. Likewise in India there is 
no counterpart to China’s organization of producers cooperatives and 
other measures precedent to collectivization. India has already made 
great advances in the large multipurpose river-development schemes 
while China for the most part has only conducted surveys and de- 
veloped blueprints. While India has made great progress in land 
reclamation and irrigation China proposes to embark upon its large- 
scale irrigatiov and land-reclamation programs at a later date. China’s 
interim effort to control floods on the Huai, Yangtze, and Yellow 
Rivers by reinforcing dikes does not readily lend itself to comparison 
with India’s development of multipurpose dams and canal systems. 

Among other pitfalls confronting any attempt to make precise and 
detailed comparisons of economic development programs are: (1) 
Both countries have some programs which are unique. (2) Goals 
are stated in different terms. (3) India’s plan is reasonably firm for 
the 5-year period while China’s plan has been undergoing constant 
revision. China apparently places a greater emphasis upon 1-year 
plans within the 5-year plan than does India. At the same time 
China states more goals in 10-year or even 50-year terms. (4) While 
both countries include development programs commenced prior to 
the first 5-year plan, it is difficult, particularly in the case of China, 
to discern from published reports and statistics that portion of the 
accomplishment completed during a given period. (5) Both in 
the stated plans and in the state budgets differences in the grouping 
of programs and functions make for noncomparability. (6) Those 
statistics which might be comparable (i. e., miles of railway track 
laid), often give little indication of actual accomplishment (in this 
instance comparison of terrain, bridges per mile, supporting develop- 
ments making the achievement possible, parallel social factors such as 
free labor versus slave labor, wages paid, housing, health measures 
etc.). (7) Apart from factors affecting comparability, differences 
often exist in the statistical reporting of accomplishments, i. e., 
absolute figures as compared to percentage of a goal. Prior to 1954 
China’s statistics were not quoted in absolute terms but as percentages. 
(8) In view of China’s greater population absolute achievements are 
placed in a different perspective when translated to a per capita 
figure. For the most part then, comparisons which have been made 
note differences in objectives and achievements rather than relative 
progress in comparable areas of development. 

Distinctions in the broad economic objectives of the two countries 
are reflected in a comparison of the percentage distribution of ex- 
penditures for development among the various sectors of the economy 
as shown in the following table: 





ECONOMIC DEVELOPMENT IN INDIA AND COMMUNIST CHINA 395 


Percentage distribution of expenditures for economic development—India and China 


INDIA (1951-56) CHINA (1953-57) 
Percent Percent 
Agriculture and community de- Agricwbimescaag- ws - Unis = odd chi 7.6 
weneerney | cto ol oe 17. 5 
ING, «oboe acc wud wae 8. 1 
Multipurpose irrigation and ‘ 
power projects. .......----.. 12. 9 
Pewee. ijedad -gadt oa isle 6. 1 
Transport and communications. 24.0 Transport, posts, and communi- 
GRGIOMEL <~ on onde eon 19. 2 
a RAL eee AEE eB G 2 ence. 2.2. 5 ee ates 58. 2 
Urban public utilities_.......-- 3. 7 
Trade and stockpiling___......- 3. 0 
Baer SET IOUE =. 5 na ac op eucee so 16.4 Culture, education, and health.. 7.2 
Rehabilitation: 2. 22 hele fe 4.1 
Miscellaneous_.. L252. 4L2-.- 2:5 Other itemise. [sci sul. ScLacds0 1.1 


Source: India: Planning Commission, The First Five-Year Plan, A Summary, New Delhi, 1952. 
China: Li Fu-chun, Report on the First Five-Year Plan for Development of the National Economy. Sup- 
plement to Peoples C hina, August 16, 1955. NotEe.—The percentage distribution for India applies to the 
entire investment. The distribution for China applies only to outlay for capital construction or 55.8 per- 
cent of the total investment. The remaining 44.2 percent is to be expended for activities in support of 
capital construction. 


E. RATE OF DEVELOPMENT COMPARED 


India’s total expenditure on economic development during the 
first 5-year plan was Rs21.1 billion or US$4.4 billion. China’s 
total expenditure for the 5-year period is planned at 76,640 million 
yuan or US$32.6 billion.® 

While estimates vary with respect to the percentage of the national 
income invested in economic development, the ratio is higher in 
China than in India. The Indian Planning Commission goal was 
investment of 6.75 percent of the national income by the end of the 
first 5-year plan.*4 Indian Government figures indicate capital for- 
mation amounted to 5.9 percent of the national income in 1955-56. 
Other estimates of Indian investment vary from less than 3 percent * 
to 8 percent.® 

China’s official reports make no mention of the ratio of investment 
to income. Wu and North estimate 7 percent. Rostow and associates 
place it at 12 percent in 1952, increasing to 20 percent in 1962. Mr. 
T. Bologh, a British economist who is guest lecturer at the University 
of Delhi, has estimated that China had surpassed an investment rate 
of 8 percent of the national product and should approach 12 percent 
during 1955.57 While these analysts have used different bases for 
comparison and while there are many statistical obstacles to precise 
international comparison, the estimates nevertheless seem to indicate 
the somewhat higher rate of investment in China. 

Economic analysts and commentators have concluded that this 
higher rate is made possible by a variety of reasons. One author 
states that— 

8% The dollar equivalent of China’s expenditure is based on the exchange rate of 2.355 yuan to the dollar, 
a midway rate between the 1953 buying and selling rate. 

4 Planning Commission, First Five-Year Plan, New Delhi, 1953, p. 15. 

% Wu, Yuan-li and Robert C. North. China and India: Two Paths to Industrialization. Problems 
of Communism, May-June, 1955, p. 13-18. 

ew. w Rostow, Prospects for Communist China, op. cit. pp. 279, 284. T he figure for India relating to 
the share of gross investment to gross national product is quoted from Mukharjee and Ghosh, The Pattern 
of Income and Expenditure in the Indian Union, a Tentative Study, Bulletin of the Internation Statistica 


Institute, 1951. 
” Bologh, T., Which Way Asia, India’s Way or China’s? The Nation, March 19, 1955, p. 237. 
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in the best of circumstances, India can hardly hope to equal the rate of develop- 
ment in China. The ruthless liquidation of the upper class; the capacity to 
disregard or to overcome by police action or by massive indoctrination, customs 
and traditions which hamper progress; an incentive mechanism which does not 
stop at the “sack” or promotion, all these give China immense material advan- 
tages.*8 

In China the entire machinery of the state has been geared to the 
mobilization of economic resources. China’s extensive use of prison 
and other forced labor as compared to India’s free labor has been 
cited as an important factor making China’s higher investment rate 
possible. China’s taxes and the many controls over production, 
distribution, and consumption, including rationing and enforced grain 
collections, have been noted. The 1955 reconversion of currency has 
been mentioned as a device through which the Chinese Communist 
government was able to enforce a higher scale of personal savings. 
But perhaps the most often cited explanation is that China’s greater 
investment is made possible simply on the basis that investment in 
capital construction is at the expense of expanded production of con- 
sumer goods; that while the Chinese consumer is forced to submit to 
austerity standards, in India there has in fact been a gradual increase 
in per capita consumption.” 

To determine in fact the extent of the deprivations to the consumer 
in China would appear to be a matter of judgment in the acceptance 
of conflicting reports. On the one hand there are periodic reports of 
resistance to government decrees and enforcement measures. The 
downscaling of production targets in the 5-year plan as it was finally 
promulgated has been interpreted as a partial concession to the con- 
sumer and recognition of the dangers of enforced austerity. The 
numerous exhortations of party and government officials for greater 
production and more sacrifices have been interpreted as revealing 
resistance to austerity. Countering these conclusions are statements 
by the Chinese Communists claiming that the average annual per 
capita expenditure of the rural population on consumer goods in- 
creased from 31.1 yuan in 1952 to 42.8 yuan in 1954; © that the average 
wages of workers and staff would be raised by 3.3 percent during 
1955; ® that wages of government cooperative and joint state-private 
enterprises employees will be raised by an average of 33 percent by 
1957; ® that ‘‘the tremendous achievements of the state in balancing 
revenue and expenditure and stabilizing commodity prices had a 
marked influence on the rapid rehabilitation of the national economy 
and improvement of the people’s life;’’ * and, that the total value of 
retail sales of commodities of all kinds will reach 40,800 million yuan 
in 1957, about 80 percent more than in 1952.® 

The problem for India is how to increase capital investment with- 
out sacrificing democratic processes or the small gains that have been 
made in the standard of living. 

® Bologh, T., op. cit., p. 238. 

5% Wu and North, op. cit., p. 16. 

® Wu and North, op. cit., pp. 14-15.’ 

61 Chang Lin Chin, A Five-Year Plan for Increasing Agricultural Output, op. cit., p. 8. 
& Wang Ching-Chih, China’s 1955 Budget, op. cit., p. 14. 

* The Five-Year Plan, op. cit., ch. 9. 


* Li Fu-chun, Report, op. cit., p. 4. 
65 Tbid., p. 16. 
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FOREWORD 








In June 1955 the Subcommittee on Technical Assistance Programs 
of the Committee on Foreign Relations published its staff study No. 
3, Soviet Technical Assistance in Non-Communist Asia. Public de- 
mand for that document far exceeded the subcommittee’s expectations, 
and it has been out of print for several months. Further, in the 13 
months since staff study No. 3 was published, Soviet technical assist- 
ance has been greatly expanded. 

The subcommittee therefore has had the earlier study brought up 
to date, and the revision is now published as staff study No. 7, Soviet 
Technical Assistance. 

The shortened title is significant. A year ago, I could write in the 
foreword to staff study No. 3 that Soviet technical assistance “has 
been mainly limited to Afghanistan and India, with peripheral activity 
in Burma and Indonesia.’”’ That is no longer the case. There has 
been a steady increase in Soviet activities in Asia. They have 
spread also to the Near East and Africa, and a beginning has been 
made even in Latin America. According to Secretary of State Dulles, 
the Soviet program is of a magnitude comparable to our own. 

One cannot read the revisions made in the earlier study without 
being impressed with the marked increase in Soviet technical assistance 
activities in the last year. A year ago, for example, these activities 
in the Near East could be described in four paragraphs. Today, 
such a description requires 13 pages of manuscript. 

A year ago, there were grounds for some skepticism as to precisely 
how much the Soviets would actually deliver. Although there re- 
mains, today, a gap between Soviet promises and Soviet performance, 
this gap is very much smaller than might have been anticipated. 
Soviet technical and economic assistance is a fact—and a fact of 
enormous significance to the United States and the rest of the free 
world. 

The Soviet program continues to be characterized by loans (there 
is little grant aid in the Soviet scheme of things) and by emphasis 
on the businesslike, nonpolitical nature of the transaction. 

Staff study No. 3 was based on a report prepared by Dr. Sergius 
Yakobson, senior specialist in Russian affairs, and J. Clement Lapp, 
Foreign Affairs Division, Legislative Reference Service, Library of 
Congress, under the direction of the subcommittee staff. The new 
material which has been added was prepared by Mr. Lapp. 


Mike MANSFIELD 
Chairman, Subcommittee on Technical Assistance Programs. 


JULY 12, 1956. 
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I. INTRODUCTION 


As applied by the Soviet Union to its own activities, the term “‘tech- 
nical assistance’ means the rendering of assistance by Soviet tech- 
nicians in return for compensation from a contracting government. 
The services of the technicians are usually supplied in connection 
with the assembly of equipment which the contracting government 
has bought from the Soviet Union. 

The term “technical assistance” is also applied to the training of 
technicians in the U. S. S. R. for compensation from a contracting 
government, usually in conjunction with the sale of Soviet equipment. 

The Soviet technical assistance program, therefore, is something 
very much different from the technical assistance program carried 
on by the United States. 

It is not, however, irrelevant to a consideration of the problems of 
policy and operations involved in the United States activities. In 
their scope and character, Soviet technical assistance activities reflect 
Soviet economic and political foreign policy and serve as a guide to 
Soviet efforts to bring additional nations into the Soviet economic 
and political orbit. There is also evidence to suggest that these 
activities have been inspired, in part, by Soviet concern over the 
impact of United States and United Nations technical assistance 
programs. 

It is impossible to estimate with any accuracy the cost of what even 
the Soviets themselves refer to as “technical assistance.” The 
amount of bilateral Soviet assistance in the American understanding 
of the term is zero. And under the Soviet definition, technical assist- 
ance is so much a part of a business transaction that one cannot, with 
any assurance, segregate an amount. 

An incomplete compilation by the Department of Commerce of 
Soviet credits to non-Soviet bloc countries shows specific items total- 
ing $436.6 million. (See table, p. 402.) These are, of course, 
economic development loans and are, therefore, very much broader 
than ‘technical assistance” in its strict sense. Secretary of State 
Dulles has estimated Soviet economic and technical assistance pro- 
jects to free countries at approximately $600 million. Unconfirmed 
reports of additional offers would push the total beyond $1 billion." 


1U, 8. Congress, Senate, Mutual Security Act of 1956, Hearings before the Committee on Foreign Re- 
lations, p. 32 and p. 60. 
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Foreign grants and credits of the U. S. S. R. to non-Soviet bloc countries 


Commodity and country 


A. Grants: None. 
B. Credits: 
1. Afghanistan: 
(a) Grainelevators, | 
flour-milling | 
and baking | 
plants. 
(6) Oil storage 
tanks. 


(c) Asphalt plant 
and paving 
project. 

(d) Economic De- 
velopment 
loan. 

2. India: 
(a) Steel mill proj- 


ect. 

(6) Industrial dia- 
mond mining 
project. 

(c) Plant for files 
and rasps. 

3. Finland: 

(a) Gold (or free 
exchange 
loan). 

(6) Gold (or free 
exchange 
loan). 

4. Yugoslavia: 

(a) Fertilizer pro- 

duction proj- 








act. 

(6) Raw materials 
credit. 

(c) Gold (or free | 
exchange) 
loan. 

(d) Atomic energy 
reactor. 

5. Burma: 

(a) Technological 
Institute. 

(6) Hospital, thea- 
ter, sports 
stadium. 

(c) Broad program 
of technical 
assistance. 

6. Egypt: 


(a) Laboratory nu- 
clear physics. 


7. United Nations Tech- 
nical Assistance Pro- 
gram. 

8. Other reported offers 
of aid made to: 

Indonesia, Pakistan 

Egypt 

Syria, Saudi Arabia 

Lebanon, Sudan, 
Ceylon 

Liberia 

Yemen 

Cambodia 


Date of 
agreement 


Jan. 


July 


Oct. 


Jan. 


Feb. 


June 


Oct. 


Jan, 


Feb. 


Rat.” Week ese 


Jan. 


Dec. 
Apr. 


Dec. 


2 Goods to be delivered during 1956-58, 
Source: From the files of the U. S. Department of Commerce. 


27, 1954 


1954 | 


5, 1954 | 


28, 1956 


2, 1955! | 


19, 1956 


24, 1955 


7, 1954 


1955 


13, 1956 


2, 1956 | 


28, 1956 | 


6, 1955 


1, 1956 |_._-. 


6, 1955 


} eo 
|Amount Interest) Dura- 


| 
| rate | tion | 


} 
| Brief description 


| | 
i 


| 














| Years} 


5 | Credit to cover Soviet equi 

| ment and services of tech- 
} 

| 

} 


Millions | Percent 
| $3.5 | 3 | 
| ! ' 

nicians. 

Credit to cover Soviet equi 
ment and services of tech- 
nicians. 

Credit to cover Soviet equip- 
ment and services of tech- 
nicians. 

Credit to finance 
|} economic projects. 


to 
s 


100. 0 several 


115.0 
10.0 


~ 
two 


Credit to pay for Soviet 
equipment and technicians, 

Soviet machinery to be sup- 
plied on credit to owners. 


Contract with private firm 
for Soviet equipment. 


110.0 


to 


Soviet equipment on credit 
for 2 plants, 1 power station. 

54.0 |_- a Short-term credit to cover 
Soviet shipment of indus- 
tria] material. 

For use during 1956-58, repaid 
. ny years, beginning Jan. 1, 
1959. 


30.0 | 


to 


Soviet assistance in construc 
tion to be paid in rice. 

Soviet assistance in construc- 
tion to be paid in rice, 





| Announced in genera] terms; 
agreement still to come. 





Covers Soviet equipment and 
exchange of technical per- 
| sonnel, 
1.0 Annual Soviet contribution 
since July 1953. 








1Indian Government accepted Soviet project study on Mar. 8, 1956. 


It is the purpose of this study to examine the Soviet technical 
assistance activities in non-Communist states, to describe the Soviet 
organization for administration of these activities, and to attempt to 
fit these activities into the larger context of Soviet policy. Soviet 
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participation in the United Nations technical assistance programs is 
also treated. 

The study does not deal with technical or economic assistance, or 
other activities related to economic development, in the Soviet captive 
states of Eastern Europe, in Communist China, North Vietnam, 
North Korea, or Tibet. The U.S. S. R. has extended large credits to 
other members of the Soviet bloc, including Poland, Czechoslovakia, 
Hungary, Communist China, and North Korea. On balance, how- 
ever, so far as Eastern Europe is concerned, the net flow of capital 
has probably been from the captives to the U. S. S. R. Indeed 
some of the Eastern European captives, notably Czechoslovakia and 
the Soviet Zone of Germany, were no doubt at a higher level of eco- 
nomic development than the Soviet Union itself at the time they fell 
within the Soviet grasp. In regard to Communist China, Soviet 
assistance has been dealt with in this subcommittee’s staff study 
No. 6, Economic Development in India and Communist China. (See, 
especially, pp. 379-380.) 

It is known that the Chinese Communists themselves are carryi 
on reconstruction work in North Korea and North Vietnam. The 
have also engaged in roadbuilding in Tibet. It is not clear how muc 
of this has been done with an eye to economic development and how 
much with an eye to military operations. 


II. BackarounpD 


Soviet offers of technical assistance to non-Communist states have 
been a comparatively recent development and must be viewed in the 
light of an evolving Soviet trade policy which became most pronounced 
after the death of Stalin but which appears to have been going on in 
fact for some time previously. 

The old Soviet conception was that exports were justified solely by 
the need to pay for a minimum of imports required for the fulfillment of 
planned domestic goals. In 1940, the Soviet Ministry of Foreign 
Trade voiced official approval of the fact that whereas the Soviet 
Union ranked 2d among the nations of the world with respect to in- 
dustrial production, it stood 19th with respect to foreign trade.” 

This conception was first challenged in 1948 by the prominent 
Soviet economist, V. E. Motylev. He agreed that internal economic 
requirements make a certain level of imports necessary, and that 
these have to be covered by exports; but he insisted that it is also 
true that specific foreign policy objectives may dictate additional 
exports. In line with the political objectives of the U. S. S. R., he 
asserted, Soviet foreign trade is— 


a means of developing and strengthening friendly ties and 
close collaboration with a number of countries, and a means 
of facilitating their development in directions which cor- 
respond both to the interests of those countries and to the 
interests of the Soviet Union.’ 


2 Leon M. Herman: ‘‘The New Soviet Posture in World Trade,” in Problems of Communism, November- 


December 1954, p. 9. 
* Sergius Yakobson: “Soviet Concept of Point Four,’’ The Annals of the American Academy of Politica] 
and Social Science, March 1950, p. 134, 


72888—57. 27 
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The current officialfSoviet view is that foreign trade is both an 
“organic part of the Socialist economic system’ and an ‘integral 
element of the Soviet foreign policy.” * 

This change has been interpreted as a shift from military to economic 
pressure in the Soviet’s anti-Western campaign.’ The new tactics, 
involving a limited employment of technical aid, particularly for 
propagandistic purposes, have gradually come into focus together 
with increased reliance on the peace offensive, economic pressure, and 
the trade offensive. 


EVOLUTION OF SOVIET TACTICS 


In this postwar evolution of Soviet tactics, three phases may be 
noted: 

1. Until the death of Stalin, Soviet policy attempted to create an 
impression of support for the economic well-being of Asian states, 
while in fact no actual contribution was made toward economic 
development. Soviet policy was mainly engaged in denouncing the 
United States technical assistance program and holding— 


before the underdeveloped countries visions of Soviet 
bounty ready to pour forth on the world if it rejected 
American efforts to exploit impoverished colonial peoples.® 


2. After the Malenkov government came into power, the Soviets 
began to make a financial contribution to United Nations technical 
assistance programs and rather modest offers of technical assistance 
to non-Communist Asian states. 

3. Since the advent of the Bulganin government the earlier overtures 
toward south Asia have culminated in concrete arrangements. Since 
the end of 1955 new offers have been made in south Asia and the Soviet 
offensive has extended to the Near East, Africa, and Latin America. 


CHARACTERISTICS OF SOVIET TECHNICAL ASSISTANCE 


From Soviet words and actions in regard to its technical assistance 
programs, certain general characteristics of those programs and of 
the Soviet approach to them can be defined: 

1. The programs are trade arrangements and emphasis is placed 
on their businesslike nature. This provides assurance, so the Soviets 
say, that their trade and technical assistance are “disinterested,” and 
a contrast is drawn with United States aid which is pictured as being 
invariably accompanied by American political pressure and as being 
contingent upon support of American “aggressive militarism.’”’ The 
Soviets also use the trade argument to capitalize upon the sensitivity 
of Asian states toward being recipients of charity. 

2. The Soviets view trade as “disinterested,” Seteeaiet only when 
it is conducted on a government-to-government basis. They attempt 
to discredit Western private investment as an extension of 19th 
—a colonialism. 

3. The Soviets offer long-term, low-interest loans with deferred 
payments which may be made in local currencies or which may be 
made through barter deals or other mercantilistic arrangements. 

 Vneshniaia Torgovlia (Foreign Trade), Moscow, November 1954, p. 1. 


§ Leon M, Herman, op. cit., p. 12, 
* Michael L. Hoffman, in New York Times, July 27, 1949, p. 7. 
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(In practice, although some Soviet loans bear interest at 2% or 3 
ercent, most of them are payable in 10 to 15 years, or even less. 
nder the mutual security program, the United States makes 40-year 

loans with interest at 3 percent if repaid in dollars or 4 percent. if 

repaid in local currency.) The Soviets likewise offer to buy raw ma- 
terials, including those which are a glut on the market, on the basis of 
firm prices fixed for a period of 1 year or longer. Thus, they attempt 
to meet the shortage of international exchange, particularly dollar 
and sterling shortages; to satisfy the need of undeveloped states for 
dependable export markets, and to appeal to the desire for low interest 
rates. Thus, also, do they attempt to draw these states into arrange- 
ments which, if accepted, would tend to remove them from the 

Western trading system and place them within the Communist 

economic orbit. 

4. The Soviets offer machine tools and industrial equipment to 
satisfy the demand for rapid industrialization and economic develop- 
ment evident in most of the underdeveloped states. Propaganda is 
developed on the theme of helping states on the road to political and 
economic independence. At the same time, to satisfy the demand 
for consumer goods, Soviet exhibits at trade fairs have created an 
impression that the vast array of items ranging from household 
vadgets to refrigerators and automobiles would be available from the 
Soviet Union if political and trade ties were established. 

5. Although most Soviet technical assistance is linked with equip- 
ment purchased from the Soviet Union, there are an increasing number 
of instances in which Soviet experts are provided without equipment. 
Sometimes recipient countries have accepted Soviet offers for build- 
ings but refused the services of Soviet technicians. Soviet projects 
include those which make an immediate impact, such as roads in 
Kabul, as well as those which are less immediately noticeable, such 
as rural education work in Cambodia. 


U. 8. 8S. R. ECONOMIC CAPABILITIES 


The Soviet Union itself is a shortage economy with needs for 
capital goods and unfilled demands among its own people for con- 
sumer goods. Foreign deliveries of goods of this kind tend to intensify 
Soviet domestic economic problems, but at the same time the goods 
which the Soviets receive in return, especially agricultural commod- 
ities, have a countervailing effect. 

The U. S. S. R. has been producing a large volume of machine 
products and plans to increase output still further. Even tho 
domestic demand for such goods remains high, Soviet planners could 
undoubtedly increase their exports without serious damage to Soviet 
industry if they felt it was in their own interests to do so. 

It is not at all certain that the Soviet economic offensive is not at 
least in part motivated by economic considerations. Although the 
principal motivation seems clearly to be political, there seems to be no 
doubt that the Soviet Union has the capability to carry on a substantial 
foreign economic program of the type undertaken in the last 2 years. 
In this connection, it is worth noting that the Soviets have developed 
quite a large pool of scientific and technical personnel.’ 


7 Senate hearings on Mutual Security Act of 1956, op. cit., p. 60. 
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PROPAGANDA THEMES 





Within this context, Soviet offers of technical assistance appear to 
be motivated by the objective of developing receptivity to trade and 
hence to the broader motive of bringing the states concerned within 
the Soviet sphere of economic and political influence and control. 

While the Soviet trade and technical assistance offensive has been 
based on this general strategy, tactics have been accommodated to the 
peculiarities of the individual states with recognition given to political 
factors affecting resistance. These include the degree of industrial 
development and other internal economic peculiarities of the state. 
Thus, while the lure of rapid industrialization and basic economic de- 
velopment is held out to the lesser developed areas, the prospect of a 
vast market in the Soviet Union and Communist China is extended to 
an industrialized Japan, thirsting for markets. 

Certain themes, however, appear in Soviet statements on the sub- 
ject. The following is typical: 


Striving to expand international economic cooperation, 
the countries in the soecialist camp are giving consider able 
technical aid to countries which are economically under- 
developed, and granting this aid on conditions radically 
different from those imposed by capitalist countries. The 
democratic [i. e., Soviet bloc] states do not pursue the goal 
of economically subordinating underdeveloped countries. 
They grant loans on more favorable terms. Rendering 
assistance to economically backward states, the democratic 
countries export to them only such materials as are difficult 
for them to produce domestically. Capitalistic firms, on 
the other hand, try to flood every market with their own 
goods. The aid of the democratic camp to countries poorly 
developed economically is based on the principle of mutual 
advantage, recognition of the equality of both sides and non- 
interference in internal affairs. * * * It is becoming in- 
creasingly clear that the policy of international cooperation 
conducted by countries in the socialist system is prevailing 
over the policy of United States ruling circles which is aimed 
at disrupting this cooperation.® 


III. ADMINISTRATION 


Soviet technical assistance is administered by a subordinate organi- 
zation of the Soviet Ministry of Foreign Trade, the agency V/O 
Technoexport. The function of this agency is to furnish equipment 
for Soviet projects outside the U.S. 5S. R., to supervise plant construc- 
tion, and to provide technical consultants for the planning of indus- 
trial development projects and other Soviet technical assistance pro- 
grams abroad. This agency sends engineers and other Soviet tech- 
nicians to the recipient country and supervises the training in the 
U.S.S. R. of workers, engineers, and technicians from the contracting 
country. While the projects are supervised by V/O Technoexport, 
this agency, when operating outside the U. S. S. R., administers its 
program as a part of the Soviet Trade Organization, another arm of 
the Ministry of Foreign Trade. 


* Kommunist (Moscow), No. 15, October 1954, pp. 44-60. 
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The operations of V/O Technoexport have been primarily in the 
East European captive countries, China, and North Korea. In the 
non-Communist countries of Asia V/O Technoexport has undertaken 
projects in Afghanistan, India, and Burma. 

While this agency has the central responsibility for planning and 
administering technical assistance programs, insofar as Soviet tech- 
nical assistance activities have developed to date, other agencies have 
played an important role. These include the various state organs 
concerned with agriculture and industry; the State Bank; the organs 
of propaganda including foreign broadcasts; the various organizations 
which sponsor the visits of nongovernmental delegations to the Soviet 
Union; the Chamber of Commerce of the U. S. 5. R., which plays a 
prominent part in the organization of Soviet participation in foreign 
trade fairs; and export-import organizations of the Ministry of Foreign 
Trade other than V/O Technoexport.” 

In July 1955, the Soviet press mentioned for the first time a Main 
Administration for Economic Relations, which is an autonomous 
organization directly subordinate to the U.S. S. R. Council of Minis- 
ters and which apparently has responsibility for overall coordination 
and direction of Soviet economic and technical assistance policies. 
The establishment of this administration may reflect the new im- 
portance attributed to economic assistance programs by the Soviet 
Government. 

IV. AFGHANISTAN 


Soviet technical aid activities in Afghanistan have followed and have 
been identified with a drive for expanded trade. The trade drive 
would appear to have a basis in long-range strategic interests of the 
U.S.S. R. rather than in any immediate advantage to be gained from 
imports from Afghanistan. 

Afghanistan is predominantly an agricultural country. Its more 
important exports include karakul furs and cotton. Afghanistan has 
copper, coal, lead, iron, and some oil deposits. Geographically, 
Afghanistan borders the Soviet Union. Long considered to be a 
barrier between Russia and the subcontinent, it flanks both India and 
Pakistan on the one side and the Near East on the other. Politically 
Afghanistan was long considered as being anti-Russian and an 
opponent of communism. 

A Moslem state, it has a close identity of interest with the other 
Moslem states of the Near East. In 1937 a friendship and non- 
aggression treaty (the Pact of Saadabad) was signed linking Afghani- 
stan with Iraq, Iran, and Turkey. In 1949 official announcements 
were made in Kabul and Tehran that the 1937 pact still existed “in 
spirit.”’” The treaty was interpreted by some as being the nucleus of 
a possible Middle East defense alliance. Turkey has subsequently 
become a member of the North Atlantic Treaty Organization and 
has joined Pakistan, Iraq, and Iran in the Baghdad Pact, while 
the United States has signed military assistance agreements with 
these countries. Following Pakistan’s independence in 1947, Afghan- 
istan’s relations with its Moslem neighbor to the southeast were 





10 Article by N. I. Metnikov, president of V/O Technoexport in Soviet Union, (Moscow) November 
1954; see also the Russo-British Chamber of Commerce Information Circular, January 7, 1955, and Trade 
Organizations of the U. 8. 8. R., published by Trade Agency of the U. 8. 8. R. in India, Calcutta. 
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strained by a dispute over the area inhabited by the Pathan tribesmen 
in the regions bordering the Khyber Pass." During the period 
in which relations remained tense the traditional trade of Afghanistan 
with the outside world through Pakistan was adversely affected, due 
to Afghanistan’s geographical position. In this context the Soviet 
Union moved to penetrate Afghanistan. 

Early in 1950 the U.S. S. R. brought pressure on both Afghanistan 
and Iran for increased trade. Concurrently charges were made 
against Afghanistan in connection with the work of the American 
firm, Morrison Knudsen Co., engaged in the construction of irrigation 
canals and other projects for the Government of Afghanistan.” In 
an effort to discredit United States technical assistance the Soviet 
Union charged that American specialists were building military roads, 
making maps, and engaging in espionage near the U.S. S. R. frontier. 

In July 1950 a 4-year Soviet-Afghan trade agreement was concluded, 
It provided for Soviet delivery of machinery and transportation equip- 
ment and for Soviet credits linked to the future export of Afghan 
minerals to the Soviet Union. Press reports at the time indicated 
that the Soviet Union had offered the services of oil-prospecting 
technicians in conjunction with the export of drilling equipment.” 

At the beginning of 1952 it was reported that Afghan-Soviet trade 
had doubled and that the Soviet Union had opened a trade office in 
Kabul.“ This office was staffed with experts to stimulate trade and 
further Soviet aims in Afghanistan. Efforts to gain an economic 
foothold in Afghanistan were accompanied by propaganda and 
diplomatic pressure directed against United Nations and United States 
technical aid programs in Afghanistan.” 

Commenting on technical assistance given to Afghanistan prior to 
1953 the official Soviet foreign trade journal states: 


Together with the successful development of mutually 
profitable trade between the Soviet Union and Afghanistan, 
the Soviet Union gives real help in the development of Afghan 
economy. ‘To this end repeatedly Soviet specialists in the 
field of entomology, veterinary medicine, in the exploitation 
of oil wells, etc., have been sent to Afghanistan. In the city 
of Kunduze, Soviet specialists have built the largest cotton- 
cleaning plant in the country. The Soviet Union had deliv- 
ered to Afghanistan metal poles and wires which permitted 
the establishment of about 1,500 kilometers of telegraph and 
telephone lines. In 1952 the construction of four oil tanks 
having a general capacity of about 1,200 cubic meters was 
started. The construction by Soviet specialists of these 
reservoirs for holding oil products, with pumping and dis- 
tributing mechanism, has received high praise from the 
Afghan people."® 

11 New York Times, January 23, 1950, p. 11; February 4, 1950, p. 4; April 24, 1950, p. 24; New York Herald 
Tribune, January 29, 1950, p. 16; February 4, 1950, p. 25; and the Times (London), September 11, 1953, p. 9. 

@ New York Herald Tribune, May 17, 1950, p. 7. 

18 Christian Science Monitor, September 2, 1950, p. 2; January 21, 1952, p. 4. Prior to 1950, trade be- 
tween the two countries was conducted on the basis of agreements between the Soviet trade agency, 
Vostokintorg, and the National Bank of Afghanistan. 

14 Christian Science Monitor, January 21, 1952, p. 4. 

18 New York Times, September 19, 1952, p. 2; September 20, 1952, p. 2; November 20, 1952; Christian 


Science Monitor, October 13, 1952, p. 2. 
16 A Semin: Soviet-Afghan Economic Relations, in Vneshniaia Torgovlia, 1954, No. 5, p. 3. 
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DEVELOPMENTS SINCE 1953 


In April 1953 a five-man Russian technical mission arrived in 
Kabul to supervise the construction of air-conditioned storage houses 
for wheat.” Ten months later, on January 27, 1954, an agreement 
was signed in Kabul for a loan of $3.5 million to Afghanistan at 3 
percent interest to be applied to the construction of 2 large grain 
elevators, a flour mill, and a bread-baking plant. The two elevators, 
one in Kabul and one in Pul-i-Khumri, would cost about $4 million 
each. The loan, to be spent on Soviet equipment and technical serv- 
ices, would be payable in dollars, karakul, cotton, or other commodities 
at the rate of $1 million a year. Radio Moscow made the following 
comment on the agreement: 


An agreement has been signed between the U.S. S. R. and 
Afghanistan on January 27, 1954, for opening credit to 
Afghanistan for the building of 2 silos and 1 bread factory. 
In accordance with this agreement, the Soviet Union is assist- 
ing Afghanistan by carrying out the technical work, giving 
necessary materials and equipment, setting up the equipment, 
and putting the installations into operation. The Afghanis- 
tan Government will pay all the expenses from the credit 
opened by the Soviet Union which has extended this credit 
under more favorable conditions than those received by 
Afghanistan from other countries.” 


The commentator then quoted from an unidentified Afghan news- 
paper indicating that the credit with the Soviet Union was at 3 percent 
interest as compared with 3% percent charged by the United States 
for the Helmand River Valley lelaeneen project. It was reported 
that each of the elevators would store 20,000 tons of cereals and that 
the electric grinding mill would grind 60 tons of wheat a day. It was 
further announced that— 


Afghanistan had placed an order with the Soviet Union for 
equipment for the construction of new oil tanks with a 
capacity of 3,800 cubic meters. Preparations in the con- 
struction area have been almost completed, Soviet workers 
setting them up quickly. The tanks will be put in service 
before the end of the year.” 


A broadcast in Persian 2 days later carried substantially the same 
information but added that Soviet technicians in Afghanistan were 
also installing cotton-cleaning machinery, oil pumps, and three 
furnaces.” Construction of the elevators, the bakery, and the mill 
in Kabul commenced in April 1954 under the supervision of Soviet 
technical workers. In May the Soviet Union supplied equipment for 
the hospital at Jalalabad.” 





17 Bombay, Press Trust of India in English Morse to Tokyo, April 5, 1953. 

. = broadcast, Moscow, Near Eastern Service in Turkish, September 17, 1954, 1800 G.m.t. 

20 Moscow, Near Eastern Services in Persian, September 19, 1954, 0930 G. m. t. 

21 Radio broadcast, Paris A. F. P. radioteletype in English to the Americas, November 7, 1954. 1926 G. 
m. t.; announcement made in Karachi by the Foreign Minister and Deputy Prime Minister of Afghanistan 
Sardar Na’im Khan; earlier reports, Paris A. F. P., January 28, 1954, G. m. t.; Moscow home servi April 
30, 1954, and Moscow, English language to southeast Asia, July 21, 1954, 1400 G. m. t.; Afghan News Agency 
Baktari release, July 23, 1954; the Times (London) February 11, 1955. 
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During the summer of 1954 the Soviet Union commenced construc- 
tion of a 60-mile pipeline from Termez in the Uzbek Soviet Socialist 
Republic across the Amu Darya River to the Afghan city of Mazare 
Sharif. Reportedly the pipeline would have an annual capacity of 
30 million gallons of aaa and would be paid for through the 
barter of cotton and other commodities.” 

In addition to 8 oil depots (storage tanks) assembled by Soviet 
specialists between 1951-54, in 1954-55 surveys were conducted for 
3 additional oil depots along the oil line from Kelif to Mazar-i-sharif. 
A survey was made of reserves of industrial sulfur in the Mazar-i-sharif 
area. 

A delegation of Afghan physicians visited the Soviet Union early in 
1954 and at the end of 1954 a Soviet cultural delegation visited 
Afghanistan at the invitation of the rector of Kabul University. 
During 1955 Afghan journalists and a sports delegation visited the 
U.3S.5... 

It was unofficially reported in November 1955 that Soviet techni- 
cians in Afghanistan numbered 500.” 

On October 5, 1954, the Afghan Ministry of Finance announced the 
signing of an agreement for credit by the U.S. S. R. of over $2 million 
for paving the streets of the city of Kabul. The Soviet Union would 
provide bitumen and roadbuilding machinery and would send Soviet 
technicians to supervise the construction. The Soviet Union also 
would provide laboratory equipment and equipment for the Kabul 
public works department. The agreement permitted the Soviet 
Union to commence exploration of the sulfur deposits in southeast 
Afghanistan.” 

During 1954 there were unconfirmed rumors that the Soviet Union 
had offered Afghanistan $250 million in economic aid, purportedly 
as a counter to United States economic and military aid to Pakistan. 
It was reported that this aid would be principally for roadbuilding, 
the construction of multipurpose hydroelectric plants, and in mining 
development. No official announcements were made concerning this 
rumored loan, and it appears to have been an exaggerated version of an 
agreement reported to have been reached in 1954 for the sale of 
$250,000 of Russian consumer goods to be paid for by Afghanistan in 
local currency for use by the Soviet Embassy in Kabul. 

In May 1955 the Ambassador of Afghanistan to the United States 
asserted that the only form of assistance provided by the Soviet Union 
was an $8 million loan made during 1954 to establish a credit for barter 
arrangements between the two countries. This amount presumably 
included all agreements made during 1954.” 

22 New York Times, June 3, June 7, and July 30, 1954; the Times (London), February 11, 1955; radio 
broadcast Paris in French to the Americas, October 26, 1954, 1750 G. m. t. 

% International Affairs, Moscow, No. 1 1956 p. 41-49. 

% Washington Star November 28, 1955 p. A3. 

25 Radio broadcast, Moscow, Tass, Russian to Far East, October 9, 1954, 1600 G. m. t.; Radioteletype Paris 
to Americas, October 26, 1954, 1750 G. m. t.; Izvestia, October 10, 1954; New York Times, October 11, 1954; 
New York Herald Tribune, January 14, 1955. On November 11, 1954, the Deputy Prime Minister of 
Afghanistan announced in Karachi that the loan was for $3 million and that Afghanistan was negotiating a 
$4 million loan with Czechoslovakia for industrial equipment; Broadcast Paris Radioteletype to the Amer- 
icas, November 7, 1954, 1926 G.m.t. In February 1955 it was unofficially reported that a total of $25 million 
had been loaned for roadbuilding and equipment for the Kabul municipality; the Times (London), Feb- 
rue New York Times, July 30,1954. According to radio broadcasts on September 10, 1954, a Soviet loan of 


$200 million had been granted. This was identified as the ‘‘third loan within 15 months.’”’ See also New 
York Times, May 4, 1955. 
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According to a Soviet report, however, in 1954 an agreement was 
concluded providing for Soviet credits of $5,600,000 to Afghanistan 
to be repaid by deliveries of cotton and wool over a 5-year period be- 
ginning in 1957. These credits reportedly are being used to buy equip- 
ment and materials for the construction of the two grain elevators (in 
Kabul and Pul-i-Khumri), the flour mill, the mechanized bakery, and 
for asphalting the streets of Kabul.” 

The peak of Soviet efforts to date to increase their economic influence 
in Afghanistan was reached at the end of the Bulganin-Khrushchev 
visit in December 1955, with the offer to grant a long-term loan equiva- 
lent to $100 million to Afghanistan. Prior to the state visit several 
Soviet-Afghan agreements were concluded to strengthen their economic 
relations. On August 8, 1955, an agreement on transit shipping was 
signed, followed on August 27 by a protocol on commodity exchange. 
In September a plant quarantine conference was held in Moscow. 
Industrial equipment reported shipped to Afghanistan at the end of 
1955 included an electric installation fixture plant, a special lathe for 
pipe turning, a heating and ventilation equipment plant, water-heat- 
ing installations, industrial radiators, steam installations, and road- 
building equipment.” 

During the visit of Premier Bulganin and Mr. Khrushchev (Decem- 
ber 15-18, 1955) the Soviet leaders presented a 100-bed hospital as a 

ift to Afghanistan and 15 buses to the city of Kabul.” The joint 
Soviet-Afghan communique at the conclusion of the Bulganin- 
Khrushchev visit stated that the two governments had— 


Arrived at an unanimous conclusion on the necessity of 
further developing and expanding [economic] relations in the 
interests of both countries, 


Among specific programs, the development of agriculture, the con- 
struction of hydroelectric stations, irrigation installations, motor repair 
workshops and the reconstruction of the Kabul airport were men- 
tioned. The Soviet Union pledged a loan of $100 million to Afghan- 
istan.* 

In addition to the loan agreement, Afghanistan and the Soviet 
Union decided to extend their neutrality and mutual nonaggression 
pact. A joint declaration was signed calling for general disarmament 
and a ban on atomic weapons. 

In a press conference held immediately following the departure of 
the two Soviet leaders, Premier Doud asserted that the agreements 
would not affect Afghanistan’s neutrality and were not directed 
against any country. In clarifying the terms of the economic aid 
agreement he said that there were ‘“‘no strings attached;’’ that the 
Afghan Government was free to spend however and wherever it chose. 
He said that representatives of the two countries would soon meet to 
work out details of projects for agricultural development, hydroelectric 
power stations, irrigation, automobile repair shops, and expansion of 
the Kabul airport.*' 

Following negotiations which commenced on December 18, 1955, 
on January 28, 1956, a Soviet-Afghan credit agreement was signed in 


27 International Affairs (Moscow), No. 1, 1956, pp. 41-49, 

28 Radio Kiev, December 15, 1955, 0500 G. m., t., M. 

% Reported by Radio Moscow in English to South Asia on January 27, 1956 as 155 buses. 
® Pravda, December 19, 1955 and New York Times, December 19, 1955, p. 3. 

% New York Times, December 20, 1955, p. 6and Pravda, December 19, 1955, 
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Kabul. The official communique stipulated that the two govern- 
ments— 


basing themselves on the freiendly relations which have 
existed between the two countries for a long time, and with 
the aim of a further extension and development of mutually 
advantageous economic links between the U. S. S. R. and 
Afghanistan, shall cooperate in the development of the 
Afghan economy, notably in the development of agriculture, 
the building of irrigation projects, power engineering, and 
transport installations. 


Under the agreement thejSoviet Government, as noted above 
granted a long-term credit in the amount of $100 million (expressed 
in United States dollars) for a period of 30 years at 2-percent interest. 
Repayment would commence after 8 years and would be made in 22 
equal annual installments. Repayment would be made in Afghan 
export goods with payment clearances through the U. S. S. R. and 
Afghan state banks.* 

On March 1, 1956, an implementing agreement was signed in Kabul 
under which the Soviet Union would supply materials, equipment and 
technical aid for the construction of 2 hydroelectric stations, 3 vehicle 
repair factories, irrigation works, a physics and chemistry laboratory, 
reconstruction of the airport at Kabul, construction of a new airport at 
Bagram and a highway across the Hindu Kush. The agreement 
provided that Soviet specialists and technicians would supervise the 
construction and would train local labor. These projects would be 
provided under the $100 million Soviet credit extended to Afghanistan 
in December 1955.* 

On March 24, 1956 an agreement was reached for establishing air- 
line service between Moscow and Kabul.* 

As for Afghan relations with other members of the Communist 
bloc, diplomatic relations were established with Communist China in 
January 1956. Also in January trade negotiations were commenced 
in Prague. On April 3, 1956 it was announced that the Prime Min- 
ister of Afghanistan would visit Czechoslovakia.™ In September 1954 
an agreement was reported under which Czechoslovakia would grant 
a credit of $5 million for Czech equipment and would provide technical 
assistance in the construction of a cement plant, leather-processin 
plant, textile mill and for roadbuilding equipment and agricultura 
machinery. Repayment would be in Afghan products over a 5-year 
period starting in 1957 with interest at 3 percent. In March 1956 
the Czech Minister of Foreign Trade reported that Czechoslovakia 
would provide technical assistance in the construction of a sugar 
refinery and meat processing plant.*® 


V. Inpra 


As in Afghanistan, Soviet overtures for providing technical assist- 
ance to India have been closely identified with the efforts of the 
U.S. 8. R. to develop Indo-Soviet trade. On January 10, 1952, Mik- 


82 Radio Moscow, Soviet Home Service, January 31, 1956, 1930,G. M. T. L. 

% Keesings Contemporary Archives, 1956, p. 14791 and Pravda, March 4, 1956. 

% Izvestia March 27, 1956. 

% Izvestia April 3, 1956. 

% Economic Defense Advisory Committee report on The Soviet Bloc Role in Free World Economic 
Enterprises and Development Projects, Washington, May 2, 1956, p. 3. 
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hail V. Nesterov, chairman of the Soviet Chamber of Commerce, told 
a press conference in Bombay that since the Soviet Union had not 
“launched an armaments drive” it could provide India with grain, 
locomotives, streetcars, buses, machine tools, automobiles, chemicals, 
dyes, fertilizers, agricultural machinery, printing equipment, and 
weaving machinery in exchange for jute, tobacco, shellac, textiles, 
copra, and spices.*’ The offer to supply industrial equipment with 
payment in rupees was made on the eve of the opening of the Inter- 
national Industries Fair at Bombay at which the Soviet Union, for the 
first time, placed its goods on display to the Indian public. At the 
official opening of the trade fair Soviet Ambassador to India K. V. 
Novikov assured India that the Soviet Union was prepared to give 
technical assistance for India’s development projects.*® While the 
offer stirred a certain amount of enthusiasm in Indian commercial 
circles, the Government remained unresponsive, and the offer was not 
immediately followed up. The Indian Government also appeared 
reluctant to engage in barter agreements with Communist powers. 
In August 1953 trade negotiations, which meanwhile had opened in 
New Delhi, broke down as a result of disagreement over the price 
India would pay for Russian wheat and also as a result of Soviet 
insistence upon government-to-government accounts while India 
favored private trade. 

The appointment of Mikhail A. Menshikov, former Minister of 
Foreign Trade, as Soviet Ambassador to India on September 1, 1953, 
indicated the importance which the Soviet Union placed upon develop- 
ing closer economic relations with India.“ The new Ambassador 
made an opening move by offering to send Soviet technicians to aid 
in Indian development programs. This offer, however, was made in 
conjunction with an expanded trade program. Various reasons made 
the offer unacceptable. The presence of great numbers of Soviet 
citizens in India ran counter to the policy and practice of the Indian 
Government, dating from independence, of suppressing communism 
and Communist activity within India. In particular, the prospect of 
Soviet agents being at Jarge in India was not appealing to the Indian 
Government nor to the Congress Party at a time when elections 
were to be held in sensitive Travancore-Cochin and in other states.*! 


SOVIET-INDIAN TRADE AGREEMENT 


Ambassador Menshikov subsequently offered to supply India with 
heavy industrial equipment, farm machinery, and machine tools at 
prices lower than those prevailing in Western Europe and the United 
States. The Soviet Union would grant long-term, low-interest credits 
payable in rupees. Indian shipping would be used to the maximum 
extent. The Soviet Union purportedly had no interest in such Indian 
raw materials as manganese and other strategic ores but would pur- 
chase such products as jute, cinchona, tea, and oil seed, which were 
then a glut on the market. A 5-year trade agreement was signed on 
December 2, 1953." 

37 New York Times, January 11, 1952, p. 9 and January 14, p. 3. 

% Soviet account of the trade fair in U. 8. S. R. Information Bulletin (Washington, D. C.), vol. XII, 
No. 3, February 11, 1952, and Pravda, January 13, 1952. 

U. 8.8. R. Information Bulletin, vol. XII, No, 3, February 11, 1952, p. 86 and New York Times, January 
A New vork Times, September 3, 1953, p. 3. 


41 New York Times, November 14, 1953, p. 2. 
“ Foreign Service Dispatch, Amcongen New Delhi No. 928, December 3, 1953. 
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Although the Indo-Soviet trade agreement contained no provisions 
with respect to technical assistance, the arrangements for such assist- 
ance were clarified in an exchange of letters between Ambassador 
Menshikov and H. V. R. Iengar, Secretary of the Indian Ministry of 
Commerce and Industry. Mr. Iengar’s letter, dated December 2, 
1953, stated: 


During the course of the negotiations for the conclusion of 
the trade agreement between India and the U. S. S. R. the 
question of assistance and cooperation on technical, scientific, 
and cultural matters between the two countries was dis- 
cussed. 

The representatives of the U. S. S. R. said that the 
U. S. S. R. Government was prepared to render technical 
assistance that may be necessary in the installation and 
operation of equipment that will be supplied by the 
U. S. S. R. to India under the said agreement. The 
U.S. S. R. Government also expressed willingness to render 
technical assistance for the planning and execution of vari- 
ous projects in India. The representatives of the Govern- 
ment of India expressed the Government of India’s appre- 
ciation of the offer made by the U.S. 5S. R. 

As the nature and extent of such assistance will necessarily 
vary in each individual case, they will have to be settled as 
and when occasions arise for that purpose, by negotiations 
between the Indian parties with the approval of the Govern- 
ment of India on the one hand and the Soviet trade organi- 
zations on the other.* 


The Soviet press and some Indian newspapers regarded the agree- 
ments as a major cold-war victory. The Indian trade journal, The 
Eastern Economist, concluded: 


It is obvious that there is a determination on the part of 
both countries to extend the range and scope of articles in 
international trade and to buttress it with a technical aid 
and shipping agreement * * *. While the free world has, 
therefore, no political cause for concern, some countries in 
the free world will certainly have another economic warning 
to observe * * *. So long as hard currencies continue to 
exist, a preference will invariably be made in favor of 
countries willing to trade in our currency.“ 


In summarizing Indian press reaction, the Soviet New Times 
dwelt upon comments regarding the effect of the agreement upon 
relations with the United States: 


The Bengal Anada Bazar Patrika, which speaks for influ- 
ential business circles, said: editorially that ‘‘the Indian-Soviet 
trade agreement is of vast importance for many reasons: 
India today needs capital equipment for its industries, and 
experts to organize those industries.” 
The conclusion of the trade agreement with the Soviet 
Union is regarded by the Indian public as an important step 
toward normalizing international relations and as a mani- 


43 Tbid. } 
“ The Eastern Economist, December 4, 1953, p. 908, 
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festation of India’s independence in international affairs. 
The National Herald declares in an editorial that India is 
opposed to American-dictated restrictions in international 
trade. Swadhinata describes as a highly important develop- 
ment the fact that the Indian Government ignored American 
bullying and concluded a trade agreement with the Soviet 
Union. 

The Indian press emphasizes that the Soviet Union was the 
first great power to recognize the Indian rupee. ‘This will 
raise the prestige of Indian currency,’ the Tej remarks. 
Enumerating the advantages of trade with the Soviet Union, 
the newspaper says: “What Russia’s enemies will think of 
the agreement does not bother us in the least.” 

Another point the Indian press makes is that the new agree- 
ment will do much to lessen India’s dependence on the United 
States and Britain for capital equipment. The Nav Bharat 
Times remarks in this connection that after many years of 
futile attempts to obtain much-needed capital equipment in 
the U. S. A. and Britain, India will now receive such equip- 
ment from the Soviet Union. Indian papers also believe 
that the new agreement will make for larger markets for 
Indian goods. * * * The trade agreement with the Soviet 
Union, Indian papers say, will help overcome India’s forei 
exchange difficulties, inasmuch as all transactions with the 
U.S.S. R. will be in rupees. Another positive feature of the 
agreement commented on is the Soviet undertaking to render 
India technical assistance.“ 


The official Soviet publication on foreign trade praised the trade 
agreement for furthering foreign trade, developing and strengthening 
relations between the two countries, developing the mechanization 
of Indian agriculture, and contributing to India’s industrialization 
and achievement of real economic independence. It stressed that 
the agreement was based on the principle of equality and mutual 
advantage and that the price of Soviet goods would not exceed the 
prices on the world market. It noted that payment by India in 
rupees would make Indo-Soviet trade independent of American dollars 
or other foreign currency. It emphasized that the agreement pro- 
vided not only for trade in the usual sense but for the provision of 
complete industrial establishments to be constructed by Soviet 
technicians. Lastly, after charging that American technical and 
financial aid constituted interference in India’s internal affairs, the 
journal concluded that the agreement would have a ‘‘normalizing”’ 
effect on international trade.“ 

Similarly commenting on the technical assistance aspects of the 
trade agreement, Ambassador Menshikov stated in a public address 
on December 22, 1953, that— 


Technical assistance which was being offered by the Soviet 
Union was entirely different in character from the aid received 
from some other countries. Russian aid was rendered only 
when it was desired and requested by a country and solely 


* Spandaryan, V.: Soviet-Indian Economic Relations, New Times (Moscow), No. 50, December 12, 1952» 


‘A.M. Smirnov, Vneshniaia Torgovlia U. 8. 8. R. Moscow, 1954, p. 275 (official publication of the Min- 
istry of Foreign Trade). 
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in the interests of that country. In such a case, the assisted 
country alone was the complete owner of new enterprises 
built and equipped with the assistance of the Soviet Union 
and of the products resulting from those new enterprises. 
The technical assistance was given on a friendly basis without 
any selfish aim on the part of the donor for a very moderate 
payment and in some cases without any payment at all.‘ 


On May 4, 1954, the Indian Minister of Commerce, D. P. Kar- 
marker, speaking on the technical assistance side of the agreement, 
told Parliament: 


According to the letters exchanged between the U.S.S. R. 
and India, the former was to render technical assistance in 
the installation and operation of equipment to be supplied 
under the agreement and in the planning and execution of 
various projects. It has not been found necessary so far to 
seek such assistance.* 


STEEL MILL NEGOTIATIONS 


The next major move of the Soviet Union involving technical 
assistance was an offer to provide India with a steel mill. This 
followed an announcement by India’s Minister of Commerce that 
under the second 5-year plan the target for steel production would be 
a capacity of 6 million tons by 1961. India had already entered into 
an agreement with West Germany for the construction of a new steel 
mill at Rourkela (Orissa) by the firms Krupp and Demag.” It was, 
however, evident that even with this new mill, capacity would still 
fall short of 3 million tons. A group of Indian industrialists headed 
by two brothers, G. and B. M. Birla, had commenced negotiations to 
secure capital in Great Britain and the United States for additional 
steel mills. Significantly the Soviet offer was announced in the midst 
of these negotiations. Press reports in September 1954 intimated that 
the Soviet Union had offered to provide $75 million worth of equip- 
ment on a credit that India would repay over a 15-year period; in- 
terest would be between 2 and 2% percent (the Indian press emphasized 
that this was approximately one-half the amount charged by the 
United States and the World Bank); ownership and management of 
the mill would be Indian; the Soviet Union would not possess stock 
in the mill nor require that a percentage of the production be sent to 
the U.S.S. R.; the mill would be placed in operation in approximately 
3 years, and the Soviet Union would provide technicians to supervise 
construction and operation.” 

On September 24, 1954, K. C. Reddy, India’s Minister of Produc- 
tion, announced that the Government of India had decided to invite 
a team of Soviet specialists to visit India to study the technical 
aspects of the new steel project and that the Indian Planning Commis- 
sion had begun studies on the type of steel to be produced. In 

4? Hindustan Times, December 22, 1953. 

# Radio broadcast— Bombay, Press Trust of India, May 4, 1954. 

49 180 Indian technicians were under training in West Germany for the planned $152 million Hindustan 
Stee] Works. The German constructed mill would have a 500,000-ton capacity. Indiagram, September 27, 
1954. See also Business Week, October 2, 1954, p. 150. 

8 New York Times, September 12, 1954, p. 2; Business Week, September 18, 1954, p. 164 and October 2, 
1954, p. 150; and Foreign Service Dispatch, American Embassy New Delhi, No. 1478, March 18, 1954, and 
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October, Dr. C. A. Mehta, director of the Bombay metals firm of 
Kamani, while visiting Japan, stated that the Soviet offer was 
obviously a part of its policy of “trying to gain a foothold in India.”’ 
He pointed out, however, that India would only accept the offer 
free of political conditions; that the number of technicians would be 
limited to 25, and that the Government-operated mill would raise the 
standard of living in India and thus “help prevent the spread of 
communism,’’*? While earlier reports had mentioned a credit of 
$75 million, Dr. Mehta used a figure of $150 million, to be repaid 
with 2% percent interest over 15 years. 

On November 17 a team of 16 Russian steel experts headed by 
A. A. Trusov arrived in India. Six additional steal experts arrived 
on the following day. It was announced that they would remain in 
India for about 2 months to engage in planning for the erection of 
the steel mill. Six weeks later, in January 1955, it was reported 
that the ingot capacity of the proposed mill would be increased to 
about 850,000 tons; that the types of products to be made had been 
determined; and that these included railroad rails, wheels, and struc- 
tural steel.* A short time later, it became known that India had 
accepted the technical recommendations of the Soviet steel mission 
for a 1-million-ton-capacity plant. During these negotiations India 
refused to accept a Soviet offer of a dismantled steel mill from Czech- 
oslovakia and another offer of a second-rate mill which had previously 
been rejected by Communist China.” 

The Soviet-Indian agreement, finally signed on February 2, 1955, 
provided for the construction of a steel plant having an original 
capacity of 1 million tons of steel ingots and 750,000 tons of rolled 
products. Eventual expansion of the plant to produce 1 million tons 
of rolled products was envisaged. The Soviet Union undertook to 
provide the plant and equipment, and Soviet technicians were to 
supervise the construction, to be completed by December 31, 1959. 
The total cost of the plant was not announced, but the cost of the 
equipment to be provided by the Soviet Union was estimated at 
434 million rupees or about $91,140,000 f. o. b. Black Sea and Baltic 
Sea ports. In addition, India promised to pay the Soviet Union 
25 million rupees for preparing the detailed project report, drawing 
designs, and performing other technical services. Payments were to 
be made in Indian rupees (of present value) in 12 equal annual install- 
ments with interest at 2% percent on the unpaid balance. These pay- 
ments were to be deposited in a special account in the Reserve Bank 
of India to be used by the Soviet authorities for the purchase of 
Indian commodities. Final agreement on construction of the plant 
was made contingent upon Indian acceptance of the project report, 
to be submitted within 9 months after selection of the site. If India 
rejected the project report, the Soviet Union was to be paid up to 
8 million rupees for its expenses in preparing the report. India re- 
served the right to find other means of completing construction of the 
plant in the event of war or embargo. The agreement provided for 
& maximum use of Indian metallurgical, engineering, and other 
industries and for a close association of Indian personnel in the project 

& Washington Post, October 2, 1954. 

8 Bombay, Press Trust of India, radio broadcast, November 17, 1954, 0130 GMT. 

% New York Times, January 2, 1955, p. 7. 
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in connection with the construction as well as for training purposes. 
The Soviet Union agreed to receive in the U. S. S. R. two or more 
Indian delegations to observe the operations of a plant similar to the 
type to be built in India. Although the agreement did not specif 
the location, it was reported that the Bhilai region of Madhya oadesh 
had been selected as the site of the new plant.” 

In announcing the agreement Radio Moscow stated: 


The agreement provides that Soviet organizations will com- 
plete blueprints, will manufacture and supply to India neces- 
sary equipment, and will carry out technical supervision of 
the project, including assembly work and the actual putting 
into operation of the equipment. In order to carry out the 
work connected with the design, building, and the activation 
of the plant, Soviet organizations will send to India the 
necessary number of experts and will train Indian personnel 
in India and in the Soviet Union. Apart from this, Indian 
experts will have the opportunity to study in the U.S. S. R. 
the metallurgical plants and enterprises producing metal- 
lurgical equipment. 

The first shops including 3 coke batteries, 2 blast furnaces, 
and 2 open-hearth furnaces will be put into operation by the 
end of 1958 and the remaining shops by the end of 1959.® 


Under the terms of the Indo-Soviet agreement of February 2, 1955, 
the Soviet Union was to submit detailed plans to the Government 
of India. India would then have 3 months in which either to accept 
or reject the plans. On December 5, 1955, a Soviet delegation of 
metallurgical experts arrived in India to present the plans. These 
were accepted by the Government of India March 8, 1956. On the 
same date letters were exchanged between the two Governments 
providing for changes from the original plans. Among these: 

(1) It was agreed that the steel mill would have 3 blast 
furnaces instead of 2. 

(2) In addition to the capacity for producing 300,000 tons of 
salable pigiron the plant also would produce 1 million tons of 
ingots expected to yield about 770,000 tons of rails, structural 
steels, sleeper bars, and billets. 

(3) Provision was made for increasing the capacity to 1,300,000 
tons of ingots by the addition of an open hearth and soaking 
pits. The plant layout was modified to provide for expansion 
to produce up to 2,500,000 tons of ingots. 

On April 2, 1956, a contract was signed in New Delhi for Soviet 
equipment for the plant costing 550 million rupees ($105 million— 
earlier estimates placed the cost at $91 million).” 

It was reported that the plant equipment is under construction at 
the Lenin Neva Machinery Co. in the U. 5. S. R.® In India pre- 
liminary work has commenced at the site of the steel mill in Bhilai. 
Actual construction is scheduled to commence in 1956 for completion 

&? Foreign Service dispatch, American Embassy New Delhi, No. 835, February 3, 1955; New York Times, 
February 3, 1955; Washington Post February 3, 1955; and United States News & World Report, February 
eg Home Service, February 2, 1955, 1930 GMT. 

% Keesings Contemporary Archives 1956, p. 14792; Izvestia, March 10, 1956. For details of subordinate 
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6 Foreign Service dispatch, No. 476, October 20, 1955, American Embassy, New Delhi. 
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in 1960. In March 1956 an additional offer of equipment and tech- 
nical assistance for development of the steel industry was reportedly 
under consideration.” On March 23 a training agreement was signed 
(in connection with the steel mill). It provided that 300 Indian 
skilled workers and 135 engineers and technicians would be trained 
in the Soviet Union, Soviet specialists would train 4,500 unskilled 
workers and 500 engineers in India.™ 

The agreement with the Soviet Union was only part of India’s 
effort to increase steel production. The addition of the German and 
Russian mills would still not meet the projected steel production re- 
quirements under the second 5-year plan. On January 18, 1955, 
India agreed to accept British bids for expansion of the Tata mill and 
the German mill by 500,000 tons each. Negotiations were con- 
tinued with Britain * for the construction of an additional mill and a 
Japanese offer was also reportedly under consideration. Further, in 
September 1954 a firm of United States consultants had been invited 
to advise the Indian Government on expansion of the Bhadravati Iron 
and Steel Works.” And in May 1955 a group from Tata Industries, 
headed by the chairman, J. R. D. Tata, came to the United States 
for discussions on American participation in Tata’s plan to expand 
its steel capacity. 

In November 1955 an agreement was concluded between the 
Tata Iron & Steel Co., Ltd. and Henry J. Kaiser for expansion of the 
Tata works 150 miles west of Calcutta. The expansion would increase 
production from 1.8 to 2 million long tons annually. On April 4, 1956, 
agreement was reached with Britain on the terms for the construction 
of a steel mill at Duragpur in the Damodar Valley of West Bengal. 
This mill would have an initial annual capacity of 1 million tons with 
facilities for expansion to 2 million tons. The mill would be con- 
structed by a consortium of British firms.” 


OTHER SOVIET OFFERS 


Construction of a steel mill has been only one aspect of Soviet 
efforts to penetrate India. Since the conclusion of the 1953 trade 
agreement Soviet technical assistance has been made available in 
other fields. In July 1954 the U. S. S. R. provided India with the 
services of three diamond-mining experts (headed by V. I. Tikhonov) 
to survey the possibilities of large-scale mechanization of the mines 
of the Panna diamond mining syndicate. An optimistic report was 
made in October. Although no official announcement was made at 
the time, the Indian press reported that the Soviet Government would 
supply the heavy equipment needed for full mechanization of the 
mines and would provide technicians to install the equipment.” 
Also in July 1954 Prof. P. C. Mahalanobis, Director of the Indian 
Statistical Institute, announced (while in Moscow as guest of the 
Soviet Academy of Sciences) that agreement had been reached in 

6 Foreign Service dispatch, No. 781, January 19, 1956, American Embassy, New Delhi, and Radio Moscow 
Tass, Russian, October 5, 1955, 2350 g. m. t., L. 

63 The Soviet Bloc Role, op. cit. 

83 Izvestia, March 23, 1956. 

See The Times of India, October 9, 1954, p. 1; the London Times, November 29, 1954, p. 8; Christian 
Science Monitor, December 6, 1954, p. 12; New York Times, January 6, 1955, p. 3; the Financial Times 
(London), January 12, 1955, and January 19, 1955. 

6 Indiagram, September 29, 1954. 

% Quoted in Keesings Conmnpevesy Archives, 1956, p. 14792. 
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principle for Soviet experts to go to India to give technical advice 
and for Indian students to train in Russia. He indicated that 
arrangements had been made for about three Soviet experts to work 
at the Indian statistical institute on planning electronic computers.® 

.wuring 1954 Soviet lightweight tractors imported by India were 
assembled by Soviet mechanics.” In a radio broadcast in Januar 
1955, Ivan Efanov, Assistant Chief of the Southeast Asia and Middle 
East Department of the Soviet Ministry of Foreign Trade, announced 
that a contract had been signed under which the U.S. S. R. would 
send India the full equipment for a tool factory and would give tech- 
nical assistance in its construction.” A report by the Russo-British 
Chamber of Commerce identifies this tool factory as one for the 
manufacture of files.” It was reported in Pravda October 28, 1955, 
that all Soviet equipment for this factory had been delivered to Cal- 
cutta. These programs negotiated directly between the Soviet Union 
and India are additional to the equivalent of $709,394 of Russian 
technical aid (commitment as of December 31, 1955) to be provided 
through the United Nations program.” 

As a part of its trade offensive in India, the Soviet Government has 
sponsored numerous tours of the U. S. S. R. by Indian groups. A 
delegation of Indian railwaymen, for example, toured the Soviet Union 
in June-July 1954 at the invitation of the Soviet Ministry of Rail- 
ways.” In September 1954 five Indian agriculture specialists headed 
by Dr. S. R. Sen, economic and statistical adviser to the Ministry 
of Food and Agriculture, visited the Soviet Union.“ A delegation 
of the Indo-Soviet Cultural Society headed by Tedja Singh spent a 
month in the Soviet Union in October-November 1954.” Another 
agricultural delegation headed by M. V. Krishnappa, Deputy Min- 
ister of Food and Agriculture, left for Moscow at the end of 1954.” 
A group of Indian industrialists visited the Soviet Union during 
ert calico and October 1954. On January 19, 1955, it was an- 
nounced in New Delhi that the Indian Government was preparing to 
send a working miasion to the U. S. S. R. to study the Soviet steel 
industry. 

A delegation of Indian officials and specialists headed by Kanwar 
Sain, chairman of the Central Water and Power Commission of the 
Government of India visited the U.S. S. R. in June-July 1955. This 
tour of scientific research centers and technical institutions was 
arranged under auspices of the U. N. Technical Assistance Adminis- 
tration.” 

During the last half of 1955 there were further excursions of Indian 
delegations to the U. S. S. R. and more Soviet experts arrived in 
India. In August 1955 there was an exhibition of Indian handicrafts 
in Moscow and a delegation of Indian specialists headed by S. S. 
Khera made a study of Soviet iron and steel works.” In September 

® Reuters, London, radioteletype to New York, July 18, 1954. 

6? New York Times, May 26, 1954; Foreign Service Despatch, American Embassy New Delhi, No. 1818, 
May 20, 1954; New York Times, September 12, 1954. 

7 Moscow, English language broadcast to Southeast Asia, January 21, 1955, 1400 G. m. t. 

71 Russo-British Chamber of Commerce Information Bulletin for Members, January 7, 1955. 

” See section on Soviet participation in U. N. technical assistance programs below. 

7 Moscow, Tass releases, July 11 and 23, 1954. 

™% Radio broadcast, Press Trust of India, August 24, 1954. 

75 News (Moscow), No. 23, December 1, 1954. 

7 Moscow, English language broadcasts to Southeast Asia, January 20, 1955. 
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1955 a delegation of Indian aeronautics personnel visited the U. 8S. 
S. R. 

In November 1955, in addition to the Soviet steel experts in India, 
9 more Soviet technicians arrived at the invitation of the Indian 
Ministry of natural resources. They were to make surveys for the 
development of various oil-producing sites, the Panna and other 
diamond mines and nonferrous metal sites through India, and were to 
make recommendations on the manufacture of oil-drilling equipment 
in India.* Following their arrival, India agreed on December 23 to 
purchase 20 sets of drilling rigs from the Soviet Union, valued at 
$451,000." In a preliminary report issued in March 1956 the experts 
reported that India has large oil reserves. Following the interim re- 
port by the Russian experts it was reported that India would place an 
order for 3 oil drills from the Soviet Union; that 70 Russian oil tech- 
nicians would come to India; that 14 Indian technicians were departing 
to the Soviet Union to receive advanced training in oil technology for 
periods from 8 months to 2 years; that 25 Rumanian oil experts would 
soon arrive in India to operate a drill which had been received from 
Rumania; and that between 175 and 200 foreign technicians would 
be recruited in connection with Indian programs for exploration of 
mineral resources. 

Following upon the preliminary negotiations conducted while Prof. 
P. C. Mahalanobis, Director of the Indian Statistical Institute was 
in Moscow in July 1954,** in September 1955 an Indian technical mis- 
sion visited the Soviet Union in connection with the establishment of 
a technological institute in India.** On November 28, 1955, India 
accepted Soviet assistance in the establishment of the technological 
institute in Bombay. The Soviet Union would provide 15 technical 
experts to serve as professors at the institute, 3 translators, and would 
provide laboratory equipment. Also 20 Indians would receive ad- 
vanced training in Russian institutions of higher learning. This proj- 
ect would utilize Soviet rubles contributed to the United Nations 
technical assistance fund.* 

On December 13, 1955, N. A. Mikhailov, U. S. S. R. Minister of 
Culture, made a presentation of microfilms and historical documents 
to India. Agreement was reached for Soviet cameramen to make a 
documentary film on India and for other cultural exchanges. 


THE BULGANIN-KHRUSHCHEV VISIT 


The apex of Soviet efforts to nurture India to date was reached 
with the Bulganin-Khrushchev visit to India from November 18, to 
December 14, 1956 (interrupted by visit to Burma from December 1 
to December 7). The presence of the Soviet leaders in India ostensi- 
bly was a return visit following the visit of Prime Minister Nehru to 
the U.S. S. R. from June 7 to June 23, 1955. Apart from the political 
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implications, the Soviet leaders repeatedly professed the desire of the 
Soviet Union to aid in the economic development of India. In a 
typical statement, on November 19, 1955, Marshal Bulganin said in 
New Delhi: 

Of course you have to overcome a few difficulties but we 
are confident that the industrious and talented Indian people 
will be able to achieve their set goal. On our part we are 
prepared to share our experiences in the construction of in- 
dustrial enterprises, electric power stations, hydro projects 
and the utilization of atomic power for peaceful purposes.* 


Three days later Mr. Khrushchev stated that India needs industry 
and the Soviet Union was ready to help; that India needed technical 
knowledge and the Soviet Union was ready to share its experience; 
that if India wanted to train her young people in the technical fields 
she has only to “send them to us;” that they would “share their last 
piece of bread”’ with India.* 

Notwithstanding the impression given of impending large-scale 
Soviet aid, no gratis aid was given. Rather, an understanding was 
reached on expanded trade. 

The joint Indo-Soviet communique issued on December 13, 1955, 
at the end of the visit, stated in part: 


[The two governments] are of the view that it will be of 
mutual benefit to increase the volume of trade to as high a 
level as possible. As a first step in this direction the following 
understanding has been reached: 

A. The U. 8. S. R. will supply and India will purchase 
1 million tons of steel during the next 3 years beginning from 
1956, including 300,000 tons in the first year and 350,000 tons 
per year in the 2 subsequent years * * *, 

B. During these 3 years the U.S. S. R. will sell and India 
will purchase such equipment for ‘the production of oil, 
mining, and other equipment and goods as may be agreed 
upon between the parties * * *. 

C. The U.8.5S. R. will increase substantially its purchases 
from India, both of raw materials and manufactured goods, 
on terms and conditions which will be agreed upon by 
negotiations. * * * 


Both countries would engage in the shipping, and delegations would 
immediately commence discussions on terms and conditions for imple- 
menting the agreement.® 

It was unofficially reported that the Soviet Union had offered to 
supply India with some $10 million worth of farm machinery without 
compensation but that India requested time to consider whether this 
machinery could be used in India.” 

Commenting on the Indo-Soviet Economic Cooperation Agree- 
ment an American observer in New Delhi stated: 


The Soviet offer of 1 million tons of finished steel over a 
3-year period was well calculated to arouse Indian interest, 


8? New York Times, November 20, 1955, p. 1. 

8% New York Times, November 23, 1955, p. 4. 

8? Foreign Service Despatch, No. 682, December 22, 1955, and No. 781, January 19, 1956. American 
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both official and private, and received much highly favorable 
publicity. The Minister of Commerce and Industry has 
often stated in recent months that it is ~~sential to India’s 5- 
year plans that increasing amounts of steel be imported until 
domestic production can be expanded some years hence. 
Steel is in short supply, controls on its use having been reinsti- 
tuted * * * India is not only finding it difficult to procure 
steel abroad, but foreign quotations are often higher than 
India can afford. The Government is particularly ‘steel 
conscious” at this time, especially so because of the ambi- 
tious second 5-year plan industrialization programs soon to 
be undertaken. The Soviet steel offer was, therefore, ad- 
vanced at the precise moment when it could have a most 
favorable psychological effect. 


The Times of India (Bombay) commented on the Bulganin- 
Khrushchev visit: 


There can be no doubt that what Moscow is now engaged 
in is a maneuver to undermine, isolate, and outflank western 
influence in Asia.” 


As for activity since the Bulganin-Khrushchev visit, it was unoffi- 
cially reported in January 1956 that the Soviet Union had offered to 
provide equipment and technical assistance for expansion of the Mach- 
kund power project in Andhra in southern India. According to the 
reports, the power capacity would be increased by 100,000 kilowatts 
at an estimated cost of $20 million. At the same time, the Soviet 
Union reportedly offered to provide equipment and technical aid for 
the development of the aluminum industry in southern India. This 
would include mining equipment, smelters, and equipment for a finish- 
ing plant. No official announcement has been made of these offers 
or of Indian acceptance. 

It was also unofficially reported in January 1956 that within 2 years 
a direct New Delhi-Moscow air service would be opened using four- 
engined Russian jet planes.” 

On March 28, 1956, Anastas I. Mikoyan, a Soviet First Deputy 
Premier, told the Indian Minister of Commerce that the Soviet Union 
would aid in the development of India’s oil mdustry by supplying 
equipment and training personnel. He reiterated the willingness of 
the U.S. S. R. to take Indian goods and raw materials in exchange for 
Soviet manufactures.“ 

During the visit of Prime Minister Nehru to the U.S. 5S. R. a gift of 
agricultural machinery had been made amounting to 5 million rupees. 
In March 1956 it was reported that the first shipment of equipment 
had arrived for a 40,000-acre mechanized farm. This would include 
60 tractor ploughs, 50 cultivators, 80 seed drills, 42 couplers, 3 seed 
loaders, 15 stubble removers, 2 jeeps, 2 motorcycles, 5 mobile workshop 
trucks, 2 trench excavators, a complete electric station and an 
automatic telephone station.” 

On April 16, 1956, India and the Soviet Union signed a shipping 
agreement. [t provided for direct cargo service between Indian 
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and Black Sea ports (Bombay, Calcutta—Odessa, Novorssiisk), 
Each country would provide 6 vessels with an aggregate tonnage of 
55,000 tons. Freight would be distributed on a parity basis. Most- 
favored-nation treatment would be mutually accorded. It was re- 
ported that the Soviet Union agreed to purchase Indian goods valued 
at $126,000, in order to open new markets for India’s export trade.® 

The Indian Minister of Industry announced March 17, 1956, that 
the Soviet Union had offered assistance in the development of the 
pharmaceutical industry and that a group of Soviet specialists arriving 
in India would evolve a plan for its development. The seven-man 
Soviet pharmaceutical delegation was headed by D. H. Skalaban of 
the Soviet Ministry of Health.” 

On July 9, 1956, four Soviet experts arrived in New Delhi to advise 
the Indian Government on the establishment of plants for manu- 
facturing heavy machinery. The delegation was headed by B. K. 
Pridhodiko, Soviet Vice Minister for the Heavy Machine Building 
Industry.” 

As for other members of the Communist bloc, in November 1955 
Czechoslovakia offered a credit of 1 million rupees, equipment, and 
technical assistance in the construction of a steel mill of 1-million-ton 
capacity. In November 1955 the Czech Deputy Minister of Foreign 
Trade offered India equipment and technical assistance in the con- 
struction of a motor coachfactory, rayon factory, sugar mill, structural 
workshop, cement factory, wagon factory, and for road and bridge 
construction in Assam. Contracts were signed in February 1956 
for the construction of the sugar refinery in the Punjab and cement 
plants in Assam. In February and March 1956 Poland offered to 
provide equipment and technical assistance in the manufacture of 
chemicals, textile mills, and in the manufacture of railway rolling 
stock. In March 1956 an agreement was concluded with Rumania 
for oil-well equipment and technical assistance in its installation 
and operation. Since December 1955 East Germany has made offers 
to provide equipment and technical assistance in the manufacture of 
optical products, film, and an automobile factory in Madras. An 
East German survey team is studying the possibilities for the 
development of lignite deposits in Madras.” 

As for grant aid to India, on October 28, 1953, Ambassador 
Menshikov presented Prime Minister Nehru with a check for 296,560 
rupees on behalf of the Red Cross and Red Crescent societies of the 
U.S. 5S. R. for the relief of flood victims in India.’ 

In a résumé of Soviet relations with its neighbors, presented to the 
Soviet Supreme Council and the Soviet people on February 9, 1955, 
Foreign Minister V. M. Molotov stated: 


The further strengthening of friendly relations between the 
Soviet Union and India must be noted with great satisfaction. 
Political and economic as well as cultural ties are developing 
successfully which help the peoples of our countries, who 
cherish mutual respect and sincere sympathy for each other, 
to come closer together. 


* New York Times, April 7, 1956, p. 38. Pravda, April 6, 1956. 
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A few days ago an important economic agreement was con- 
cluded. According to this agreement, the Soviet Union has 
taken upon itself to build in India, under the terms of advan- 
tageous long-term credit, a large steel mill which will produce 
more than 1 million tons of steel and a respective quantity of 
rolled metal. The Soviet Union will deliver all the equipment 
and will give the necessary technical assistance, including the 
dispatch of highly qualified experts. We met this request 
with great willingness as the development of metallurgy in 
India must further the preservation of the national inde- 
pendence and the economic improvement of this ancient and 
great country, to whom the peoples of the U.S. S. R. extend 
their wholehearted sympathy. 

During the summer of this year the Soviet Union is to be 
visited by the Prime Minister of India, Jawaharlal Nehru. 
The announced visit of Mr. Nehru has found the most 
friendly response among the peoples of the Soviet Union. 

Our relations with two other Asian countries, Burma and 
Indonesia, are continuing to be strengthened also.” 


INDIAN ATTITUDE 


While the Indian Government has apparently moved carefully in 
its acceptance of Soviet offers to aaa industrial equipment and 
technical assistance, some Indian industrialists have opposed the trend. 
Upon returning from a tour of the Soviet Union late in 1954 the Indian 
textile manufacturer Kasturbhai Lalbhai warned that the Soviet offer 
to send technicians and equipment to India should be “taken with 
caution.” Soviet engineers, he said, are “out of touch with world 
developments in industry” and Soviet machinery is of ‘‘poor quality.”’ 
Lalbhai declared that, after visiting 25 factories in the Soviet Union, 
it was clear that the Russians could not help Indian industry— 


the handling of machinery in factories showed a lack of expert 
knowledge—there is no question of the Russian delegations 
being able to help Indian industries in any way—there are no 
original machinery factory designs in Russia, they are all 
copies of German, British, Japanese, or American plants. * 


This criticism, coming during the steel plant negotiations and 
threatening to obstruct Soviet plans for India, evoked a response 
from the Soviet Union. In an English language broadcast on Decem- 
ber 15, 1954, a Soviet commentator made a point of the fact that the 
statement was published by the Hindustan Times which belongs to 
Birla, who is ‘‘closely connected with the British and American 
monopolies.”” This was taken as evidence that these monopolies 
“have not yet dropped their efforts to discredit by any and every 
means India’s desire for strong economic connections with the U. 8. 
5S. R.”* The Soviet press alleged that Lalbhai’s opposition was part 
of a general campaign to hamper the attempt of the Soviet Union to 
comply with the Indo-Soviet agreement on technical assistance con- 
cluded at the close of 1953.5 

2U.8.S. R. Home Service, February 9, 1955. 
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In its own public pronouncements, the Indian Government has 
been anxious to stress its independent position. On November 3, 
1954, the Indian Minister for Commerce and Industry told foreign 
press correspondents that India would ‘‘accept aid from whatever 
quarter it comes provided there are no strings attached.”” He declared 
that the industrial development of India could conform neither to the 
totalitarian pattern nor the American pattern; that each country had 
to develop in its own way.® On the following day Prime Minister 
Nehru said that ‘help is welcome but ultimately any nation rises 
by its own efforts only.”’ Speaking in Parliament on December 21, 
the Prime Minister asserted that “in India there would be no depar- 
ture from the chosen middle of the road.” At the conference of the 
U. N. Economic Commission for Asia and the Far East, in Kandy, 
Ceylon, in February 1954, the Indian delegate declared that India 
would accept aid from any country without prejudice or distinction.® 
Finally, the Indian Ambassador to the United States has outlined 
India’s approach to foreign aid as follows: 


Foreign aid can be acceptable to India if it is given with the 
object of furthering her economic development and not as an 
instrument of cold war. In order to produce the best results, 
it is important that economic aid and technical advice be 
given without creating a sense of inferiority in the recipient 
country or engendering any suspicions about the motives and 
objectives of such programs.® 


VI. Burma 


Although the Soviet Union has directed its usual trade propaganda 
toward Burma it was not until the latter part of 1955 that concrete 
offers to provide technical assistance were made and accepted. 

Since achieving independence, Burma has waged a continuous 
campaign to subdue two Communist insurrectionist groups within the 
country and at the same time has attempted to maintain amicable 
relations with both the free world and the Soviet bloc. The Burmese 
Government’s problems have been further complicated by the militant 
activities of the Karen minority and by the presence in Burma of 
remnants of the Chinese Nationalist forces under General Li Mi. 

On March 28, 1953, the Government of Burma announced that it 
desired to cancel the United States economic-aid agreement effective 
at the end of June. This action was variously interpreted as a 
move to emphasize Burmese neutrality, as 4 maneuver by the Govern- 
ment to retain the support of factions fearful of offending the Soviet 
Union and Communist China, and as an action in protest of alleged 
United States support of the Chinese Nationalist forces in Burma.” 

On April 22, 1954, a 3-year trade agreement was signed with Com- 
munist China providing a market for a small part of Burma’s surplus 
rice. China undertook to provide Burma with coal, silk, textiles, 
paper, agricultural implements, light industrial products, handicraft 
goods, enamelware, porcelain, tea, and pharmaceutical and medical 
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preparations in exchange for rice, beans, mineral ores, timber, and 
raw cotton." In November 1954, the Burmese Government  an- 
nounced that arrangements had been made for the sale of 150,000 
tons of rice to Communist China within the terms of this agreement. 
In July and August 1955 China delivered 15,000 tons of industrial 
goods including steel.’ 

In September 1954, a Burmese delegation headed by the Minister 
of Agriculture and Forestry visited the Soviet Union * and in Novem- 
ber it was announced that a Burmese trade mission was departing to 
the Soviet Union to negotiate the sale of additional amounts of 
Burmese rice. The delegation, which was headed by the Minister of 
Nationalization, arrived in Moscow at the end of December." 

On February 22, 1955, Burmese Premier U Nu announced that 
the Soviet Union would soon buy 200,000 tons of Burmese rice and 
would supply Burma with industrial equipment in exchange. He 
said that the Soviet Union had shown a “sincere desire to help Burma 
in her present rice crisis.” Burma now also has rice agreements 
with China, Poland, Czechoslovakia, Rumania, Hungary, and East 
Germany.”® 

BURMESE RICE SURPLUS DISPOSAL 


Burmese efforts to dispose of surplus rice were not confined to the 
Soviet bloc. In October 1954, Burma proposed that the United States 
buy Burmese rice for distribution to countries in Asia. Burma would 
buy United States industrial equipment and would engage the services 
of United States technicians with the dollars earned through the sale. 
In setting forth this proposal, Premier U Nu said that— 


Burma is willing to accept United States economic aid but we 
prefer to pay for it, as this forms a more solid basis of friend- 
ship than acceptance of gifts.” 


Soviet-Burmese economic relations during the period have been 
against this backdrop of Burma’s surplus of rice. At the time of 
the visit of Premier U Nu to the United States at the end of July 
1955, it was reported that Burma asked the United States to purchase 
some of its surplus rice. Under Burma’s suggestion the rice pur- 
chased by the United States would either be distributed as United 
States aid to other countries in Asia or be stored in Burma as a reserve. 
With the proceeds from the sale of rice, Burma would purchase needed 
industrial and other equipment and would secure technicians from the 
United States. The United States did not enter into such an agree- 
ment at that time in view of the existing surplus of rice already held 
by the United States. (On September 30, 1955 the United States 
rice surplus was valued at $164,462,098.)'* Subsequently, however, 
an agreement was reached whereby the United States is to furnish 
$1.1 million in technical services in return for about 10,000 tons of 

1! New York Times, April 25, 1954. 

12 New York Times, November 4, 1954, p. 6; December 13, 1954, p. 3; The Soviet Trade Journal (Vneshnia 
Torgovlia), Moscow, No. 2, 1956, p. 27. 

13 Pravda, September 12, 1954; September 26, 1954. 

4 Pravda and Izvestia, December 31, 1954. 

18 New York Herald Tribune, February 23, 1955, p. 3. 

1@ Pravda, April 2, 1956. 

17 New York Times, October 15, 1954, p. 5. 

18 New York Times, July 3, 1955, p. 1; and November 28, 1955, p. 1. Im 1955 30 percent of Burma’s rice 


went to the Soviet bloc, with more than 50 percent estimated for the near future. See Pravda April 2, 1956, 
and the Soviet Trade Journal No. 1, 1956, p. 5. 
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Burmese rice, which will be used in meeting a critical food shortage 
in East Pakistan. 

Prior to the visit of Premier U Nu to the United States, Burma on 
July 1, 1955, had concluded a trade agreement with the Soviet Union. 
This agreement provided that Burma would provide rice, (150,000 to 
200,000 tons during 1955) nonferrous metals, hardwoods, rubber, and 
other commodities in exchange for machinery from the Soviet Union. 
This would include equipment for rice cleaning, cotton cleaning mills, 
textile machinery, hydroelectric stations, tractors and agricultural 
machinery, excavators, pumps and compressors, printing machinery, 
lathes, tools and other goods.! 

On November 15, 1955, Premier U Nu invited Soviet agricultural 
experts to Burma to experiment with the diversification of crops.” 

Premier U Nu made a state visit to the Soviet Union from October 

20 to November 3, 1955. While in Moscow he spoke of the benefits 
to Burma accruing from the recent Burmese-Soviet trade agreement 
and announced that Soviet technicians and architects would be 
engaged for several projects. These would include a large conference 
hall for international conferences in Rangoon and a stadium with a 
capacity for handling 100,000 people. He added, “‘we are now in a 
position to purchase Key the Soviet Union machinery and equipment 
and utilize the services of Soviet technicians commensurate with 
er made from us by the Soviet Union.” Upon departing 
rom Moscow Premier U Nu told a press conference that the Soviet 
Union was the first of the great powers to accept Burmese rice in 
exchange for technical aid. He indicated that Burma was trying to 
negotiate similar arrangements with other countries including Britain 
and the United States.** While in Moscow, Premier U Nu was 
presented with a bulletproof car.” 

A Burmese Government purchasing mission headed by the Minister 
of Supply, Bo Min Gaung, had been negotiating in Moscow during 
October and early November 1955. On November 18, it was an- 
nounced that under the trade agreement of July 1955, the Soviet 
trade organizations had completed contracts for the delivery of equip- 
ment and machinery to Burma amounting to 20 million rubles. This 
included trucks and motorcars, road building machinery, pumps, com- 
pressors, transformers, rolled ferrous metal, cables, cement, ammonium 
sulphate and other goods. Agreement was also reportedly reached 
on the delivery of complex equipment for industrial enterprises. In 
addition to the completed contracts, for which delivery would be 
made during 1955, the Soviet trade agencies made offers to deliver 
automobiles and trucks valued at about $3,250,000.% This contract 
for the supply of about $5 million worth of Russian goods would be 
only a first installment against the value of 300,000 tons of Burmese 
rice amounting to about $20 million. 


SOVIET-BURMESE ECONOMIC AGREEMENT 


At the conclusion of the visit of Premier Bulganin and Mr. Khrush- 
chev to Burma (December 1-7, 1955) a Soviet-Burmese economic 
agreement was announced on December 7. 


1° Pravda, July 5, 1955. 
* Radio Delhi, Indian home service. November 15, 1955. 1530 Gmt. B. 
21 New York Times, October 23, 1955, p. 3. 
22 The Times (London) November 18, 1955, p. 8. 
% Radio Moscow, Tass, in Russian to Europe, November 18, 1955, 2200 Gmt, L; and Pravda November 
19, 1955. 
4 Foreign Service despatch, No. 242, November 24, 1955, American Embassy, Rangoon. 
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The joimt Soviet-Burmese communique stated in part: 


The Government of the Soviet Union has agreed to give 
the Government of the Burmese Union assistance and 
cooperation in preparing the agricultural development 
program, in carrying out the basic irrigation works and in 
setting up certain industrial enterprises. 

The Government of the Soviet Union has also agreed 
to take surplus quantities of rice in payment for the materials 
and services needed for carrying out the agreed projects, and 
to the proposal that the payment in kind be spread out over 
a number of years, if the quantities [of rice] available are not 
sufficient * * * 

The [U.S.S. R.] have further offered to build and to equip 
a technological institute in Rangoon with labor and funds 
supplied by the U. S. S. R. as a gift to the people of the 
Burmese Union * * * 

* * * Burma in turn offered an appropriate quantity of 
rice and other goods produced in Burma as a gift to the 
people of the Soviet Union.” 


Upon departing from Burma Marshal Bulganin presented Premier 
U Nu with 1 of the 5 Soviet planes, an Ilyushin—14, as a token of friend- 
ship from the Soviet people. The pilot of the plane was instructed to 
remain in Burma as long as necessary to instruct Burmese pilots in the 
technical details they might need.” 

Since the Bulganin-Khrushchev visit it has been announced that the 
technological institute, to be situated in Rangoon, will provide living 
accommodations for 1,000 students. Apartment housing will be built 
for the faculty and staff. There is to be a 500-seat assembly hall, a 
100,000-volume library, reading rooms, a restaurant, sports grounds, 
a swimming pool, and 18 laboratories. The laboratories, reportedly, 
are to be fully equipped including electronic equipment.” 

Agreements to exchange Burma’s rice for industrial and other equip- 
ment have been concluded with Communist China, Poland, Hungary, 
Kast Germany, Czechoslovakia, and Rumania. An agreement was 
reached during the visit of Marshal Tito to Burma in 1955 for the 
exchange of 20,000 tons of Burmese rice for arms from Yugoslavia.” 

Some Indian newspapers have discounted the importance of the 
Soviet-Burmese rice agreement. Under the reparations agreement 
between Burma and Japan, Burma is to receive quantities of indus- 
trial equiprnent from Japan. One newspaper states: 


It is almost certain that the Russian influence in Burma 
will also be less than the influence of the Japanese who are 
older and bigger customers of Burmese rice. 


It was pointed out that India’s 200 million rupee loan to Burma was 
greater than aid offered by the Soviet Union.” 

On June 5, 1956, Premier U Nu resigned the Premiership for a 
l-year period. He expressed a desire to strengthen his party follow- 


% Joint Press Reading Service, December 8, 1955 and Foreign Service dispatch, No. 254, December 8, 1955. 
American Embassy, Rangoon. 

*% The Times (London), December 8, 1955, p. 10, and Pravda, December 8, 1955. 

7 Robert Alden in New York Times, May 3, 1956, p. 9, Izvestia, February 19, 1956. 

% New York Times, November 28, 1955, p. 1, and November 8, 1955, p. 8. 

* The Indian Express, Bombay, New Deihi, Madras, reported by Radio Bombay in English Morse to 
Tokyo, December 9, 1955, 0930 G. m. t., B. 
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ing Communist gains in Burma. Indicating a belief that the neutral- 
ist policy had failed, Premier U Nu stated that the activities of the 
Soviet and Chinese Communist Embassies in Rangoon were embar- 
rassing the Burmese Government.” 


VII. Orger Non-Commounist States or AsIA 






In the non-Communist states of Asia other than Afghanistan, 
Burma, and India, Soviet propaganda has sought to discredit 
United States technical assistance and to induce receptivity to Soviet 
trade and technical aid. Generalized statements directed to the 
region as a whole have emphasized the eagerness of the Soviets to 
trade and the benefits to be derived by Asian countries participating 
in such trade. 

In this connection, the following statement by the Malayan dele- 
gate to the 1953 meeting of the U. N. Economic Commission for Asia 
and the Far East is an illuminating reaction: 


Memories must be short indeed if regular delegates to the 
Economic Commission for Asia and the Far East have for- 
gotten the welcome change in the Soviet attitude which first 
blossomed during the first trade-promotion conference in 
Singapore in October 1951, and seemed to be fruiting at 
Rangoon 3 months later. 

At both of these conferences, just as at the close of their 
delegate’s speech here yesterday, the U. S. S. R. offered 
capital goods with, we understand, early delivery. In 
Singapore we welcomed this change of heart in the one great 
manufacturing country which up till then had apparently 
been unable to help relieve our postwar shortages. * * * 
Malayan importers were genuinely interested in these capital 
goods and endeavored to place trial orders. The Malayan 
Government were prepared to allow the import of such 
goods, provided, of course, that they were competitive with 
those of other manufacturing countries. Most of us will 
remember that, in Rangoon, the Soviet delegate made a 
special point of the reliability and promptness of the 
U.S. S. R. in the execution of orders. So let us turn to the 
latest Malayan import figures for 1952. 

During the 11 months covered by this volume in front of 
me, the entire imports of Malaya * * * from the U.S.S. R. 
have been as follows: 9 tons of asbestos, 24 cameras, $1,800 
worth of proprietary medicines, 500 pounds of canned fish, 
400 pounds of caviar. Total value—$47,129, of which 
caviar accounted for $16,772. During the same 11 months, 
the U.S. S. R.’s direct imports of Malayan rubber came to 
28.7 million Malayan dollars. Last year, therefore—despite 
the very considerable fall in the world price of rubber— 
Russian imports from Malaya were still over 1,500 times 
the volume of their exports to Malaya. The ratio was in 
fact, 1,560 to 1. 

If, therefore, the committee agrees with the Soviet dele- 
gate in a general condemnation of the exploitation of this 
region by manufacturing countries, they are thereby accept- 


*® New York Times, June 5, 1956, p. 10; Washington Post, June 6, 1956, p. 6, 
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ing the fact that the U.S. S. R. is far and away the greatest 
exploiter of the peoples of Malaya. Here then, Mr. Chair- 
man and gentlemen, is the fulfiliment, so far as Malaya is 
concerned, of the Soviet promise—made both in Singapore 
and Rangoon—for ‘numerous types of capital goods in ex- 
change for raw materials” *! * * *, 


A. INDONESIA 


In Indonesia, Communist propaganda has emphasized the contribu- 
tion of the Soviet Union to Afghanistan and India. In a broadcast 
to Indonesia on December 15, 1954, for example, the Soviet com- 
mentator said: 


A tremendous increase was witnessed in this year’s barter 
trade between India and the Soviet Union. Soviet organiza- 
tions will also give aid to Indonesian firms in building indus- 
trial factories. * * * Mr. Senusi, chairman of the Indo- 
nesian delegation [which visited the U.S. 5S. R. in September] 
said that his delegation saw in the Soviet Union many things 
which can be used by Indonesia right now.* 


In another Indonesian language broadcast in January 1955, the 
chief of the Southeast Asia and Middle East Department of the 
Soviet Ministry of Foreign Trade lauded the benefits of Soviet trade 
and condemned United States trade discrimination and purported 
refusal to sell machinery and capital goods to underdeveloped coun- 
tries. He said: 


Soviet willingness to send technical aid to build a metal 
factory in India was hailed all over Asia. A team of Soviet 
metal experts is currently in India to discuss the building of 
the metal factory with Indian experts. Soviet trade organ- 
izations also trade with Burma and Pakistan, while prepara- 
tions are underway for trade with Indonesia.* 


The Communist trade offensive in Indonesia was actually begun 
by the European satellite states and Communist China. 

In February 1954, Czechoslovakia offered equipment and technical 
assistance in training Indonesian workers to operate a ceramics plant 
and a rubber plant. In July 1954, the Czech consul general in 
Djakarta offered technical assistance in connection with the construc- 
tion of a fully automatic textile mill and in October 1954, Czechoslo- 
vakia offered to train factory workers. In August 1954, Indonesia 
reached an agreement with Rumania under which Rumania was to 
provide technical assistance in building a cement mill, opening new 
oil wells, and exploiting Indonesian mineral deposits. In November 
1954, Hungary provided technical assistance in the construction of 
hydroelectric and diesel stations. During the first 3 months of 1955 
it was reported that Poland had offered Indonesia a credit for industrial 
equipment and ships; Rumania technical assistance in drilling oil 
wells and building cement plants. 

31 United Nations, Economic Commission for Asia and the Far East, Ninth Session, February 6-14, 1953, 
ae Summary Records (quoted in United States News & World Report, Mar. 27, 


32 Moscow, Indonesian language broadcast to southeast Asia, December 15, 1954, 11:30 G. m, t. 
%3 Moscow, Indonesia language broadcast to southeast Asia, January 24, 1955, 11:30 G, m., t, 
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In February 1955, the Soviet Zone of Germany extended a credit 
of $7 million to cover equipment and the services of 50 technicians 
for a sugar mill at Padokan. The first consignment of machinery 
arrived in October 1955.* 

In August 1954, Indonesia concluded a trade agreement with 
Communist China covering an exchange of goods valued at 6 million 
pounds sterling. China was to provide textiles, machinery, and 
electrical equipment while Indonesia would deliver coffee, paper, 
copper, and other minerals.* 


Accelerated Soviet activity 


In September 1954, the Soviet Union appointed its first Ambassador 
to Indonesia. The appointment signaled accelerated Soviet activity 
in Indonesia.* It coincided with a shakeup in the Indonesian Com- 
munist Party in which many influential Chinese were removed from 
controlling positions. It also coincided with the visit of an official 
Indonesian trade delegation to the Soviet Union,” and followed visits 
during the summer of 1954 by Indonesian railway, medical, agri- 
cultural, industrial, and women’s delegations.™ 

Upon returning to Indonesia, the head of the trade delegation, 
Dr. A. Senusi, Acting Chief of the Department of Industry, reported 
that the U. S. S. R. was prepared to set up factories in Indonesia and 
to supply the equipment and technicians needed to place them in 
operation. He also said that the Soviet Union would supply specialists 
to train native personnel to take over management of the factories, 
and that long-term credits would be granted at an interest rate of 
2 percent.*® To date, however, no Soviet-sponsored industrial projects 
have been announced although some may be under consideration in 
connection with the current trade negotiations. 

The Soviet Union assumed a prominent role in the International 
Trade Fair held in Djakarta during August and September 1954.” 
Pravda reported that the Soviet pavilion was visited by “over 1 
million persons including President Sukarno and Vice President 
Hatta, numerous ministers, and delegations of peasants and workers 
from all parts of Indonesia.” *!. It stated that: 


The Chairman of the [Indonesia] Government Committee 
for the Organization of the Fair, Laikhad, declared in a con- 
versation with correspondents in the Soviet pavilion: “The 
participation of the Soviet Union in the fair has an enormous 








% New York Times, August 25, 1954, p. 10; Kommunist (Moscow) October 1954, No. 15, p. 59, and The 
Soviet Bloc Role, op. cit. pp. 38-42. 

35 Izvestia, August 27, 1954. 

% Christian Science Monitor, September 24, 1954, p. 2. The Soviet Union had requested 40 buildings to 
house its staff being sent to Indonesia. In response to the protest of Indonesia, the Soviet Ambassador 
announced upon his arrival on September 14 that his staff of 30 persons had been reduced to 8 persons. For 
an analysis of the political shift in Indonesia evident around August 1954 in which the President and Govern- 
ment inc}‘ned toward closer relations with the Communist bloc, see: Dennis Warner, Indonesian Intrigue 
in Wall Street Journal, December 10, 1954, p. 8; Tillman Durdin, Report on Indonesia, in New York Times, 
December 12, 1954, p. 4-E; and Mochtar Lubis, The Indonesian Communist Movement Today, in Far 
Eastern Survey, November 1954, p. 161. 

37 Izvestia, September 10, 1954. 

% New York Times, September 25, 1954, p. 5; Izvestia, August 5 and 9, 1954; Pravda, July 31, 1954. 

39 Izvestia, September 17 and October 27, 1954; New York Times, November 7, 1954, p. E9. Although the 
Soviet Union had previously offered in general terms to provide Asian states with industrial equipment 
at the ECAFE Conferencein Bandung, Java, in February 1953, and on other occasions, it was not until the 
middle of 1954 that specific offers were made to individual states and the first indication given of long-term 
low-interest credits and the provision of Soviet technical assistance. 

For a résumé of Soviet participation in trade fairs see: Literaturnaia Gazeta, September 18, 1954, p. 4; 
News (Moscow), No. 19, October 1954, p. 20; News, February 1954, No. 3, p. 27; Pravda, August 27, 1954; 
U. 8.8. R. Information Bulletin, February 11, 1952. During the period since the end of Word Wa It, the 
U. 8. 8. R. has participated in 47 foreign trade exhibitions. In Asia the Soviet Union has had exhibits in 
trade fairs in Peking (China), Bombay (India), Djakarta (Indonesia), Bangkok (Thailand), Damascus 
(Syria), and Izmir (Turkey). 

“ Pravda, October 4, 1954. 
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significance. For the first time the Indonesians can acquaint 
themselves with the achievements of Soviet industry and cul- 
ture. But its significance goes beyond this. The fair will 
contribute to the establishment of free and broad trade rela- 
tions. As is known, Indonesia desires to end forever the 
policy of discrimination dictated by the Western Powers.” 

The press agencies Antara and Aneta [Indonesian organi- 
zations] issue detailed descriptions about the Soviet pavilion, 
stressing that the participation of the Soviet Union in the fair 
“will contribute to the strengthening of the friendship be- 
tween the peoples of the Soviet Union and Indonesia and to 
the expansion of commercial links between the two countries,’”’ ” 


The success of the Soviet exhibition was described by one American 
correspondent in the following terms: 


The United States is taking a propaganda beating—by 
default—and the Russians are making propaganda hay at 
the Indonesian Trade Fair here. * * * Tens of thousands 
of Indonesians have come from all over the country to gaze 
with wonder on Russian-made automobiles, farm implements, 
machine tools, surgical instruments, and other “triumphs’’ 
of the Communist revolution. * * * 

When Indonesians ask questions of Russian attendants 
they are answered in their own language. * * * [The 
Russians] put up a huge pavilion to house an exhibit that 
some sources have estimated to be worth a million dollars. 
They sent 40 technicians to staff it. * * * Because the fair 
has been a big success [U. S.] Embassy officials have recom- 
mended that the State Department take a “second look’’ at 
its policy of nonparticipation. * * ** 


At the close of the trade fair the Soviet Ambassador called on the 
Prime Minister of Indonesia and presented the pavilion which had 
housed the Soviet exhibit as a gift on behalf of the Russian people 
and as a “mark of respect and friendship of the Soviet Union for the 
people of Indonesia.’”’ The building was reportedly to be used as 
a hospital. 

On April 10, 1956, Soviet Ambassador Zhukov stated in Djakarta 
that he had submitted a concrete proposal of economic aid to the 
Indonesian Government. He would not reveal the details of the 
proposal since it was a matter for the Indonesian Government to 
accept or reject but added: 


Russia is prepared to grant economic aid to all countries 
which need it and, in this context, Russia, like other countries, 
has also already presented such an offer of aid to Indo- 
nesia * * * the offer is effective for any fields including 
agriculture and industry.“ 


B. CEYLON 
Ceylon’s economic relations with the Soviet bloc have revolved 


mainly around the 5-year trade agreement concluded with Communist 


Pravda, August 21, 1954, 
* Keyes Beech in Washington Post, October 13, 1954, p. 4. 
Radio Jakarta, Indonesian, April 10, 1956, 0530 G. m. t., Bs 
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China December 18, 1952. This agreement provided for the annual 
shipment of 270, 000 metric tons of rice to Ceylon and the purchase 
of 50,000 tons of rubber by China. Prices were to be revised yearly. 
The agreement had no technical assistance aspects. 

Coming as it did during the Korean war, the agreement was widely 
interpreted among the members of the United Nations with armed 
forces in Korea as a violation of the spirit of the General Assembly 
resolution of May 18, 1951, against the shipment of strategic materials 
to Communist China. C ‘eylon i is not a member of the United Nations, 
its admission having been vetoed by the Soviet Union, but on March 
23, 1953, Ceylon did prohibit private Ceylonese businessmen from 
importing strategic goods for transshipment to Communist China. 

At the time the rubber agreement was signed, the Ceylonese 
Government contended that it was nonpolitical and was necessitated 
by the falling price of rubber and the rising price of rice on the world 
market. W. Averell Harriman, then United States Mutual Security 
Director, told Congress in his final report that Ceylon had refused to 
sell the rubber to the United States because the United States had 
offered only the world market price, had offered rice at a price Ceylon 
was unwilling to pay, and had refused to promise Ceylon $50 million 
in economic aid. Communist China was paying 40 percent above the 
world market price for the rubber. 

While visiting the United States in December 1954, Ceylonese 
Prime Minister Sir John Kotelawala said that Ceylon would have 
no further need of rubber deals with Communist China if it received 
assistance from the United States. He suggested that the most 
effective way to combat communism in Asia would be through 
economic assistance “fin abundance * * * in the right place and in 
the right manner and at the right time * * *.” 

As for Ceylon, the Prime Minister said: 


We want financial aid and this is the right time to give 
it. It must also be given in the right manner and the 
right spirit without being tied up in strings.“ 


On April 28, 1956, a United States-Ceylon aid agreement was 
signed. For fiscal 1956, United States aid was planned at $5 million, 
and for fiscal 1957 at $6 million. During the period 1952-56 Ceylon 
received the equivalent of $14 million in economic aid and $2.2 
million in technical assistance from Great Britain, Canada, and other 
participants in the Colombo plan. In addition the U. N. technical 
assistance program furnished $2.5 million in technical aid during the 
period 1950-55. 

The Soviet Union itself has made no specific offers to Ceylon 
beyond its general offers to help in industrialization and to provide 
technical assistance to countries of South Asia. During 1954 the 
Soviet Union invited the Ceylon Rubber Commission to visit the 
U. S. S. R. In February 1955 it was announced that Ceylon had 
rejected this invitation and that instead of an official delegation, a 
group of Ceylonese trade union officials and industrialists were 
privately negotiating with Soviet and Ceylonese authorities for a 
delegation to visit the U. S. S. R. during the summer of 1955." 

Meanwhile, the Ceylonese Government has seized a number of 
opportunities to record its firm opposition to Communist expansionism, 


46 New York Herald Tribune, December 2, 1954, p. 3. 
# Broadcast, Vienna, Interreport-Ost, February 3, 1955, 
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and has taken steps to impede economic and other relations— except 
for the rubber agreement with Communist China—with Soviet bloc 
nations. In January 1954 foreign exchange and other controls were 
tightened to prevent foreign Communists from entering Ceylon and 
to prevent foreign subsidization of Communist propaganda in Ceylon. 
A month later, the Government banned diplomatic relations with any 
Communist nation. 

As a result of the elections of April 1956, the government of Sir John 
Kotelawala was replaced by a United Front government headed by 
S. W. R. D. Bandaranaike who had campaigned on a nationalist 
platform and who avowed a policy of neutralism. In London in 
July, Prime Minister Bandaranaike said diplomatic relations would be 
established with the Soviet Union and Communist China “very soon” 
and that such relations might also be established with other Soviet- 
bloc countries. 

At a press conference in June, Bandaranaike said he had received 
an invitation, through the Ceylonese Embassy in Washington, to 
visit the Soviet Union and that he had accepted in principle but no 
date had been set. 

C. PAKISTAN 


Since achieving independence Pakistan has remained aloof from 
close economic ties with the Soviet Union. During 1953 however, 
the two countries had exchanged Pakistan cotton for Russia wheat 
on a barter basis. During 1954 an eight-man Pakistani team headed 
by Said Hussan, Secretary to the Ministry of Economic Affairs, had 
visited the U.S. S. R. 

During 1954 and early 1955 as the Soviet economic offensive toward 
south Asia was beginning to unfold, Soviet propaganda was beamed 
toward Pakistan and Pakistani delegations were invited to visit the 
U.S.S. R. In its specific offers of aid and technical assistance how- 
ever, the Soviet Union appeared to be outflanking Pakistan by its 
offers to India and Afghanistan. Premier Bulganin, at the December 
1955 session of the Supreme Soviet, expressed a hope that relations 
with Pakistan might be improved but did not elaborate on the means,.“’ 

The Soviet Union and Communist China were prominent partici- 
pants in the Third Pakistan International Industrial Fair September 
16—October 15, 1955). Both the Soviet and the Chinese exhibits 
heavily emphasized technical and industrial equipment, but they also 
displayed a variety of consumer goods. 

During the Bulganin-Khrushchev visits to India, Burma, and 
Afghanistan at the end of 1955 the Soviet leaders had sided with 
India in its dispute with Pakistan over Kashmir: sided with Afghan- 
istan in its controversy with Pakistan over the disputed border area 
inhabited by Pathan tribesmen; condemned military blocs in general 
and in particular Pakistan’s participation in the Baghdad and SEATO 
pacts. The Soviet Union did not make direct offers to Pakistan. 

While the Soviet leaders were outflanking Pakistan with trade and 
technical assistance to India and Afghanistan, members of the Com- 
munist bloc were making overtures toward Pakistan. In January 
1956 it was reported that during a visit to Prague by Ghalam Aziz 
Ahmad, Pakistan’s trade representative, Czechoslovakia offered 
large-scale economic and technical aid to Pakistan. It was reported 


Radio Moscow, Tass, British to Europe, February 6, 1956. 1959 G. m. t., L. 
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that such assistance might be contingent upon Pakistan’s withdrawal 
from the Baghdad pact although this was later denied by Czech 
officials. In February 1956, Madame Sun Yat-sen, Deputy Chairman 
of the National Peoples Congress of Communist China, visited 
Pakistan. A trade agreement was concluded with Poland at the 
hanes of February 1956. 

n response to a letter from Kutubadin Aziz, editor of the United 
Press of Pakistan, Premier Bulganin on February 6, 1956, made a 
— offer for trade and offered technical aid to Pakistan. He said 
that— 


The Soviet Union would like to have with Pakistan rela- 
tions no less friendly than those with India, Burma, and 
Afghanistan. 


He expressed sorrow that Pakistan’s participation in the Baghdad and 
SEATO pacts had brought it to “difficult internal and foreign political 
straits.” He said that there were “sufficient possibilities” for mu- 
tually profitable economic relations between Pakistan and the Soviet 
Union and recalled that the Soviet Union was furnishing technical 
assistance to other countries; that such assistance was being rendered 
without “political, military, or other demands that would infringe on 
the sovereignty of any country.”” He concluded with the statement 
that “all this is fully applicable to Pakistan.” “ 

In response to the Soviet intimation that technical assistance would 
be contingent upon the withdrawal of Pakistan from the SEATO 
and Baghdad pacts, Foreign Minister Hamidul Hug Choudhury stated 
that Pakistan had no intention of quitting these alliances which were 
“aimed purely at consolidating our independence, insuring the welfare 
of our country, and stabilizing the political conditions of the region.” 
He added that Pakistan would strive to improve relations with the 
Soviet Union.” 

While apparently rejecting the offer for technical assistance, 
Pakistan’s Cabinet on February 8, 1956, accepted the Soviet bid to 
commence negotiations for a l-year trade pact. In announcing 
Pakistan’s acceptance on February 10, S. Osman Ali, Minister of 
Commerce, said that Pakistan would probably ask for steel and 
heavy machinery in exchange for cotton, jute, and hides.” 

A further offer of technical assistance was made by Foreign Minister 
Molotov to Mahmoud Ahmad, Pakistan chargé d’ affaires in Moscow 
on March 23, 1956. Amplifying a report earlier in the day in Izvestia 
that economic aid and atomic knowledge would be offered, Molotov 
said that the Soviet Union could play an important role in a 
relations between Pakistan and her neighbors; that Pakistan coul 
benefit a great deal from good friendly relations with the Soviet 
Union, that the Soviet Union was helping India build a steel mill 
and would also be prepared to cooperate with Pakistan in her eco- 
nomic development. At the same time, Anastas I. Mikoyan, a Soviet 
First Deputy Premier, while attending Republic Day ceremonies in 
Karachi, made an offer termed ‘substantial industrial aid with no 
strings attached.”’ In rejecting the offers, Pakistan officials stated 
that the offers had been explored but that Pakistan would shun 
Soviet aid. 

New York Times, January 22, 1956, p. 1; February 7, 1956. 
# New York Times, February 8, oer 6. 
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" New York Times, March 24, 1956, p. 1; March 25, 1956, p. 2; March 27, 1956, p. 11. 
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It was announced in February 1956, that the Soviet Union was ship- 
ping 200 tons of tubing, 3 mobile electric stations for drilling rigs, and 
other equipment to Pakistan under the United Nations technical 
assistance program.” In May 1956, the Soviet Union made a gift 
and Pakistan accepted 20,000 tons of wheat and 20,000 tons of rice 
for East Pakistan.’ 

D. JAPAN 


Japan, having a highly developed industrial plant, has not been in 
great need of Soviet technical assistance. To the contrary Japan has 
made offers to provide technical assistance to the countries of south 
and southeast Asia. Perhaps for this reason offers of economic aid 
and technical assistance have not been evident in Soviet policy toward 
Japan. Rather, the Soviet Union has attempted to appeal to exist- 
ing pressures within Japan for expanded trade and for “normal” re- 
lations with the Communist bloc. Communist China independently 
has exerted pressure upon Japan for expanded trade relations. 

The Soviet Union failed to ratify the Japanese Peace Treaty con- 
cluded at San Francisco in 1951. No diplomatic relations have ex- 
isted between the two countries; however an unrecognized Soviet 
Mission has been maintained in Azabu, a suburb of Tokyo, since the 
end of the war. This mission has served as agent for Soviet activi- 
ties within Japan. At the end of 1954 Soviet policy toward Japan 
appeared to change with an official announcement that the conclu- 
sion of a peace treaty was not dependent upon Japan’s renunciation 
of the San Francisco Peace Treaty nor the severance of relations with 
the United States.°* The government of Premier Ichiro Hatoyama, 
upon succeeding the Yoshida government in 1955 advocated a policy 
of “normalizing” relations with the Soviet Union. Accordingly, 
negotiations on a peace treaty were opened in London June 1, 1955. 
Since then the Soviet Union has pressed the ‘‘peace offensive’ to 
broaden the informal contacts with Japan. Some Soviet activities 
have been summarized by Alvin D. Coox, visiting professor of history 
at Shiga National University in Nikone, Japan.® 


A spectacular example of the calculated change in the 
superficialities of Soviet-Japanese relations occurred in 
August 1955, when Andrei Domnitsky, chief of the un- 
recognized and long-isolated Soviet mission in Tokyo, 
unexpectedly invited several dozen Japanese Dietmen—and 
the press—to attend a social function in their honor. The 
occasion was the departure of the parliamentary group for a 
Soviet-invited tour of the U.S. S. R. Those who attended 
the party reported that all was sweetness and light in Azabu; 
that fruits and wines were served, and that many enthu- 
siastic toasts were exchanged * * *. The theme was 
further developed in reports received from Moscow after 
the Diet group arrived in the Soviet capital in September 
1955. Leaders of the Supreme Soviet received the “‘distin- 
guished” Japanese and stated that they were “certain the 
visit would contribute to the establishment of friendly 

® New York Times, February 29, 1956, p. 3; and Pravda, February 28, 1956. 

8% Radio Karachi Pakistan Home Service, in English, May 23, 1956, 1445G. M.T.,B. It was also reported 
that 5,000 tons of Indian rice and 9,000 tons of Burmese rice had been accepted. 

4 Izvestia, December 22, 1954. 


m a Alvin D. Japanese attitudes toward the Soviet Union. World Affairs Quarterly. January 
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mutual relations between the peoples of the U. S. S. R. and 
of Japan.” 

Earlier Domnitsky had created something of a sensation in 
Japan by broaching Hatoyama directly concerning the 
U. S. S. R.’s peace overtures. Then m July 1955 the 
Russian had gone to see Ishibashi, Minister of International 
Trade and Industry, to propose new measures to step up 
Soviet-Japan trade, including Russian offers of oil, coal 
and lumber. In addition Domnitsky wanted authorization 
for Soviet shipbuilding technicians to enter Japan, ostensibly 
to inspect various Soviet merchant ships undergoing repairs 
in Japanese dockyards. Trade and industry in fact have 
been a major feature of the informal relationships burgeoning 
between the two countries. Thus in July 1955, the “‘All- 
Soviet Chamber of Commerce” invited a Japanese trade 
mission to visit the U.S. S. R. The Japanese Government 
later approved an application for the journey of an 11-man 
team under the sponsorship of the “Japan-Soviet Trade 
Association.”” Another Japanese delegation attended the 
assembly of the International Whaling Committee held in 
Moscow in July 1955. From the U.S. S. R., an increasing 
number of Russians have sought authorization to visit 
Japan in a commercial capacity. For instance, the Soviet 
Union dispatched a trade team under the leadership of the 
director-general of the ‘‘All-Soviet Industrial Raw Material 
Export-Import Corporation.” The Japanese General 
Council of Trade Unions invited a member of the Soviet 
“Central Trade Union Presidium” to visit Japan in August 
1955, an invitation which was promptly accepted. 

The proliferation of contacts between the two countries has 
been accompanied by the formation of various committees 
and fronts in Japan, including such verbose examples as the 
“National Council for the Restoration of Diplomatic Rela- 
tions Between Japan and the Soviet Union;” the “Japan- 
Soviet Amity Association; and the “International Trade 
Promotion Society.” In scarred Hiroshima, an “ Anti-Atom 
and Hydrogen Bomb World Meeting” was recently sched- 
uled. On the other side of the world Japanese track and field 
athletes were invited to attend the ‘World Youth Friendship 
Sports Festival” held in Warsaw in August 1955. Earlier 
strong teams of Soviet wrestlers and ice skaters had visited 
Japan. Meanwhile there were reports that the U.S. S. R. 
was seeking to export ‘‘cultural and informational” movies 
to Japan, on the premise that understanding on the public 
level must precede solution of larger issues. The Japanese 
“Scientific Poblication Promotion Association” has already 
honored a request from the Soviet Union (and Red China) 
to send a large exhibit of scientific and artistic materials for 
display all the way from Peiping and Shanghai to Moscow, 
Leningrad, and Kiev. In September 1955, for the first time 
since the war, the Peiping regime arranged to purchase some 
Japanese films through the agency of the “Communist 
Chinese Motion Picture Public Corporation.” A Japanese 
kabuki troupe is going to visit, the Red bloc, while in Japan 
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the Soviet violinist David Oistrakh was enthusiastically 
received in 1954. On a more sobering note Japanese delega- 
tions have recently been allowed to visit detainees still 
languishing in Siberian and Manchurian prison camps. 


Soviet overtures for ‘“‘normalized”’ relations to a large extent have 
been countered by frictions between the two countries. The London 
Peace Treaty negotiations have not resulted in agreement. The 
Soviet Union has made no concessions with respect to Japan’s claims 
for the return of the southern Kuriles, and the Habomai and Shikotan 
Islands, now occupied by Russian forces. The Soviet Union has been 
reluctant to return Japanese prisoners of war. The Soviet Union 
again vetoed Japan’s membership in the United Nations last 
December. 

The Soviet Union and Communist China, in a joint declaration, 
have stated their aims toward Japan as the— 


development on mutually beneficial terms, of broad trade 
relations and the establishment of close cultural ties with 
Japan.® 


Japanese business delegations have been invited to China, and in the 
fall of 1954 a delegation of the Japanese Diet spent a month in China.” 

In addition, among other things, China has offered to settle out- 
standing controversies over fishing rights off the China coast,® and 
the Soviet Union has sold Japan coking coal, allegedly at a loss, in 
the interest of developing trade.” 


E, THAILAND AND CAMBODIA 


In Thailand, the Minister of Economic Affairs announced in August 
1953 that his government had been officially approached by the Soviet 
Union in regard to the conclusion of a bilateral trade agreement. The 
Thai Government stated that its ban on shipment of raw materials to 
the Soviet bloc would not be lifted but that the trade proposal would 
be considered on its merits.” 

On December 8, 1953, an International Trade Fair opened at 
Bangkok at which the U.S. S. R. exhibition (according to the Soviet 
press) was awarded first prize. The further claim was made that the 
Soviet pavilion contained more than 5,000 separate items of manu- 
factured goods and was visited by 800,000 persons.™ 

The U.S. 8S. R.’s plans to participate in the 1954 International Trade 
Fair at Bangkok were somewhat frustrated by Thai restrictions which 
are reported to have prevented the Russians from bringing a circus 
and a ballet corps. This would have confined the Soviet exhibit. to 
an industrial display, and the U. 8. S. R. withdrew from participation 
in the fair at the last minute. 

In May 1956 the Soviet Union proposed a trade treaty with Thailand 
following a decision of both governments to raise their diplomatic 
missions to embassy status. The Thailand Ministry of Economic 
Affairs reported on May 24, that the proposal which the Thai Govern- 

“ Communique on negotiations between China and the Soviet Union, Supplement to People’s China 
(Peking), November 1, 1954. 

New York Times, October 26, 1954, p. 13. 

* The Times (London), October 13, 1954, p. 6. 

*” New York Times, December 16, 1954, p. 6. 


® New York Times, August 23, 1953, p. 6. 
*! News (Moscow), January 1954, No. 1, p. 22, and February 1954, No. 3, p. 27 
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ment was considering, was for a barter agreement under which the 
Soviet Union would provide fuel oil, coal, automobiles, trucks, tractors, 
textiles, newsprint, and machinery in exchange for rice, timber, rubber, 
and tin.” 

Prince Norodom Sihanouk, of Cambodia, stated in May 1956 that 
Cambodia had received $22,400,000 from Communist China for aid in 
Cambodia’s economic development program; that Cambodia had 
signed a trade agreement with Communist China and that Cambodia 
was receiving an unspecified amount of economic aid from the Soviet 
Union and Poland. A further agreement was signed in Peiping 
June 21 under the terms of which Communist China will invest 
$22.4 million in Cambodia to build textile, cement, paper, and plywood, 
factories. Cambodian Secretary of State for Planning, Phlek Phouen, 
said there were no strings attached to the aid.® 

On a visit to Moscow in July, Prince Norodom signed an agreement 
with the Soviet Union for economic and industrial assistance. A joint 
statement said that Soviet experts would go to Cambodia in the 
near future to consider questions of assistance in building industrial 


and other enterprises and in training technicians. The communique 
added: 


The Soviet Government expressed willingness to render 
assistance without any selfish conditions, respecting fully 
the sovereignty and independence and national dignity 
of Cambodia. 


Cambodian sources in Moscow were quoted as saying that no direct 
financial assistance was involved, but that, besides training techni- 
cians, the Soviet Union would provide important industrial equipment 
on a commercial basis. Prince Norodon declared the hope of the 
Cambodian people “rests in the Soviet Union for the realization of our 
desires for peace and prosperity.” At the same time it was announced 
that Soviet Premier Sain Communist Party Chief Khrushchev, 
and Soviet Foreign Minister Shepilov had accepted an invitation to 
visit Cambodia, with the date to be set later.™ 

While understandably no Soviet technical assistance offers have 
been made to the Republic of Korea and the Republic of China on 
Formosa, propaganda has magnified Soviet technical aid to Com- 
munist North Korea and Communist China. Similarly there have 
been no Soviet technical assistance or economic aid offers to the 
Philippines nor to South Vietnam and Laos. 


VIII. Tae Near East anv Ecypt 





Prior to the latter part of 1955 the Soviet Union attempted to 
achieve its aims in the Near East (except Afghanistan) by means 
other than technical aid. Although trade agreements had been con- 
cluded with Iran, Israel, and Lebanon, these contained no provisions 
for technical assistance. The only instance of Soviet technical assist- 
ance of any significance in this area prior to 1955 was the provision of 
aircraft, pilots, and Soviet specialists to aid Jran in combating the 
annual invasion of locusts which cause severe losses to Iranian agricul- 
ture. According to the Soviet foreign trade journal— 
® Radio Bombay, pt. I, English, May 24, 1956. 1250 G.m 


m, t. B. 
& New York Times, May 22, 1956, and w ashington Post, June 28, 1956. 
#3e New York Times, July 7 and 8, 1956, and Washington Post and Times Herald, July 8, 1956. 
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more than 72,000 hectares [177,912 acres] of crops affected 
by the locusts have been treated by the Soviet expeditions 
during the last 3 years. 


The last half of 1954 and early 1955 was marked by stepped-up 
economic and cultural gestures. These assumed some of the traits 
which were evident earlier in south Asia. Soviet exhibits were sent 
to the international trade fairs at Damascus and Izmir (Smyrna). 
The Near Eastern states were invited to attend the agriculture ex- 
hibition in Moscow. An Egyptian economic delegation visited the 
Soviet Union in March 1954. An Israeli women’s delegation visited 
the Soviet Union and at the end of 1954 a delegation of the Syrian 
Academy of Sciences visited the Soviet Union upon invitation of the 
Academy of Sciences of the U.S. S. R. Even Soviet hostility toward 
Turkey was toned down and an official Soviet delegation visited Tur- 
key for the first time in many years in connection with the Inter- 
national Civil Aviation Conference held in Turkey at the end of 1954. 
Czechoslovakia and Hungary contracted to supply industrial equip- 
ment to Turkey. A more conciliatory Soviet attitude was adopted 
toward the government of Premier Zahedi in Iran in negotiations which 
led to a settlement of the longstanding border dispute. Native lan- 
guage broadcasts to the Near East began to mention Soviet technical 
aid, particularly descriptions of the aid to Afghanistan and India. 
In general, this propaganda placed more stress upon agricultural aid 
which might be available than upon the industrialization theme used 
in south Asia. Notwithstanding the propaganda, specific offers of 
technical assistance were not being made to the countries of the 
Near East. 

Since the autumn of 1955 however the entire Communist bloc 
appears to have concentrated upon winning the Near East. The 
offensive, which has extended into north Africa, has included military 
aid, economic aid, technical assistance, and cultural exchanges. 

One analyst has described this offensive: 


Ever since the Communist-Egyptian arms deal in the 
autumn of 1955, there has been an unaccustomed, busy 
traffic of delegations to and from the Soviet bloc and the 
Arab countries, pledging undying friendship and (from the 
Soviet side) all kinds of economic aid. The Soviet Union 
has agreed to install Egypt’s first nuclear laboratory; 
Hungary is going to build new bridges across the Nile; 
Bulgaria will carry out construction work in Alexandria 
Harbor. The East Germans will be drilling for water in the 
Sudan, the Czechs are going to construct oil refineries in 
Syria, the Poles a new railroad in Saudi Arabia. Soviet 
engines are already busy in Yemen and Lebanon, and the 
Poles have received a bid to build steel plants in Egypt. In 
the last few months, China has become the single most im- 

ortant buyer of Egyptian cotton. This list could be pro- 
onged indefinitely. 

On the political level, the Soviet Union has established re- 
lations with Libya and the Sudan, renewed her ties with 
Yemen, and considerably strengthened her diplomatic repre- 


* PD, Beloshapkin, The Economic Relations Between the Soviet Union and Iran. Vneshniaia Torgoviia 
Moscow) 1954, No. 9, pp. 1-9. 
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sentation throughout the Middle East. The other Com- 
munist countries are following suit.© 


In July 1956, a United Nations survey reported a “conspicuou§ 
shift’’ toward the Soviet bloc in the trade of all Middle Eastern nation’ 
except Israel. Egypt in particular showed growing export surpluse$ 
with the bloc, and Parker, Iran, Iraq, Lebanon, and Syria were also 
increasing their trade with Communist countries.“ 


SOVIET OFFERS TO EGYPT 





In response to Soviet overtures toward Egypt, Prime Minister 
Gamel Abdul Nasser has stated on several occasions that Egypt would 
accept trade, economic aid, and technical assistance from Commu- 
nist countries if it were in the national interest. On July 19, 1955, 
Egypt concluded a trade and payments agreement with Czecho- 
slovakia. On August 22 a 3-year trade pact was concluded with 
Communist China. A barter transaction was concluded with the 
U.S. S. R. for the exchange of Egyptian cotton for petroleum and in 
November Egypt and East Germany signed a trade agreement.” 
In August 1955 an invitation was extended to Premier Nasser to visit 
the U.S. S. R. 

Following the conclusion of an arms agreement between Egypt and 
Czechoslovakia, September 27, 1955, the Soviet Union offered material 
and technical assistance to Egypt for the construction of the Aswan 
Dam. The Soviet offer was reported by the Egyptian Minister for 
National Production, Hassan Ibrahim, as being $300 million reimburs- 
able over a 25-year period. - 

On October 17, 1955, Dr. Ahmed Hussein, Egyptian Ambassador 
in Washington, announced that the Soviet Union had offered Egypt a 
loan of $200 million toward the cost of building the Aswan Dam. He 
stated that under the terms of the offer the loan would be repayable 
in Egyptian cotton and rice supplies over 30 years at 2 percent 
interest. It was estimated that the loan id represent about 
one-third of the estimated cost of the dam. 

In August 1955 the International Bank for Reconstruction and 
Development had informed Egypt that the plan for the Aswan Dam 
was technically sound and economically feasible. In December the 
World Bank offered to lend Egypt up to $200 million for the first 
phase of the project. On December 17, 1955, the United States 
offered to grant $56 million and Britain offered a grant of $14 million. 
It was implicit in the United States and British offers that the Soviet 
Union be excluded from the project. Finally, on February 8, 1956, 
Egypt announced that substantive agreement had been reached with 
the International Bank for Reconstruction and Development. The 
World Bank would grant a loan of $200 million toward financing the 
project (the total cost over a 15-year period was estimated at 
$1, 300,000,000). 

o Laqueur, Walter Z. The Moscow-Cairo Ax cis. epee May 1956, pp. 409-417. 


« Washington Post and Times Herald, July 7, 

* American Embassy, Cairo, Foreign Service Despatch No. 448, October 22, 1955, and Soviet Trade 
Journal, No. 2, 1956, ond Jen Min Jih Pao, November 9, 1955. 

a Radio Paris AFP, January 1, 1956, 1636 G. m. t., L. Upon completion the Aswan Dam will bring 
about 2 million additional acres under irrigation, increasing the present area of arable land by about one-third. 
Power facilities will generate an estimated 9 million kilowatt-hours of electric power annually. The lake 
created would be 330 miles long. 

New York Times, December 19, 1955. 

6 New York Times, February 9, 1956, p. 37, and February 13, 1956, p. 3. 
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An announcement was made in Moscow February 10, 1956, that 
the Soviet Government would assist in the establishment of a nuclear 
laboratory in Cairo; that Soviet specialists would advise on the plan- 
ning and construction of the laboratory; and that Egyptian specialists 
would be trained in the Soviet Union. At the same time it was an- 
nounced that the Soviet Union would also supply Egypt with instru- 
ments and equipment for geological research.” 

During March 1956 it was reported that an Egyptian trade mission 
had arrived inPrague for negotiations.” Nikolai Melnikov, chairman 
of the Soviet Technoexport Agency, stated in Cairo at the end of 
March that the U. S. S. R. would provide Egypt with uranium and 
that Egyptian scientists already were being trained in Moscow in con- 
nection with the nuclear laboratory to be built in Egypt. He offered 
Soviet technical assistance on either a cash or barter basis for the 
establishment of any industry.” 

The British Foreign Office reported on March 23 that Egyptian 
officers and noncommissioned oflicers were being trained in Czecho- 
slovakia and by Soviet instructors in Poland.” 

In March 1956 negotiations with Bulgaria were reported in progress 
for the construction of oil-processing plants, and preserved food plants, 
Czechoslovakia offered to provide a rubber processing plant and 
shoe factory in June 1955. On December 1955 @ contract was signed 
for Czech equipment and technical assistance for a ceramics plant 
and in March 1956 for a cement plant of 700 tons capacity. In June 
1955 Hungary reported an agreement for the construction of seven 
bridges in Egypt and in December it was reported that Hungary 
would provide equipment and technical assistance for the construction 
of an electric powerplant near Al-Quadim having a 45,000-kilowatt 
capacity. It was reported in January 1956 that a credit of $2.87 
million had been extended for the powerplant repayable in cotton 
exports and Egyptian currency. At the end of 1955 Poland contracted 
to provide equipment and technical assistance for the construction of 
an enamelware factory in Alexandria. During February and March 
1956 East German representatives negotiated with Egyptian officials 
for the construction of a shipyard in Alexandria, chemical factories, a 
sugar refinery, a power station, and a motor vehicle factory.” 

In April 1956 an East German technical mission composed of 
engineers consulted with engineers of the Egyptian National Produc- 
tion Council in Cairo. Following the visit of Wing Commander 
Hassan Ibrahim, Minister of National Production, to East Germany 
in April 1956, an East German trade delegation headed by Heinrich 
Rau, Minister of Trade, visited Egypt in May. At the same time 
another East German trade group was in Cairo to consider the 
investment of East German capital in various economic projects 
being planned by Egypt’s Ministry of Works. Also in April 1956 
Communist China held an industrial exhibition in Cairo.” 

“1 Keesing’s Contemporary Archives, 1956, p, 14697. Pravda, March 9, and Washington Post, February 
vt Tevestin, March 6, 1956. 

7 Pravda, March 6, 1956, and New York Times, March 29, 1956, p. 16; and Izvestia, April 12, 1956; Radio 
Cairo, ANA, March 28, 1956, 0736 G, m. t. 

% London Times, March 24, 1956. 

™ Soviet bloc role, op. cit. p. 7-9. 


9 
% Izvestia, April 3, 1956 and Foreign Service Despatch no. 1169, Cairo, May 16, 1956 and the Soviet Bloc 
role, op. cit., pp. 3-9. 
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ACTIVITY IN SYRIA 


While the spearhead of the Soviet activity seemed to be in Egypt, 
overtures concurrently were being made throughout the Near East. 
On October 10, 1955, Mr. Daniel Solod, Soviet Ambassador to E ypt 
announced that his Government had decided to offer iadusttial on 
agricultural equipment and technical assistance to any Arab or 
Asian country wanting it. He said: 


We will send economic missions, agricultural missions, 
scientific missions, meteorological missions, and any other 
kind of mission you can imagine that ‘will help these 
countries.” 


In September 1955, the Soviet Union had displayed their industrial 

roducts at the International Trade Fair in Damascus. This was 
Salleenad by the conclusion of a Soviet-Syrian trade and payments 
agreement on November 16, 1955. Syria would export cotton, oil 
seeds, vegetable oils, dried fruits, vegetables, wool, tobacco, skins, 
hides, hemp, silk and rayon textiles in exchange for industrial ma- 
chinery and equipment, passenger cars, trucks, tractors, agricultural 
implements, a mineral products, chemicals, medicines, lumber, 
paper and other goods.” 

n December 6, 1955, a Soviet offer to provide Syria with an oil 
refinery was reported. { It was stated that this refinery was im- 
mediately available for shipment and would be sold at a price lower 
than the international market price.* On January 1, 1956, the 
Soviet Minister in Damascus again informed the Syrian Premier 
om the U. S. S. R. would be prepared to establish oil refineries in 

a. 

*On February 28, 1956, it was reported that Syria had concluded 
agreements with Czechoslovakia for Czech aid in constructing an 
international airport in Damascus and in building a new oil refinery.” 
On March 27, 1956, N. I. Melnikov, head of the Soviet technical 
mission visiting Arab States, said that agreements had been reached 
to build grain stores, oil reservoirs, and a cement factory in Syria.® 
During the visit of the Melinkov mission the U. S. S. R. reportedly 
had offered to construct a dam at Rastan, to build a petroleum re- 
finery and to conduct a survey of natural gas and mineral resources. 

The mission departed March 15 after spending 2 weeks in Syria 
studying various projects including the establishment of an oil 
refinery and a railway network connecting Al-Jazira province in 
northern Syria with Latakia Harbor. 

In March 1956 arrangements were completed for Czech assistance 
in the construction of,a sugarjrefinery, starch factory, and factory to 
produce alcohol and glucose. East Germany made a general offer 
to provide technical assistance in a trade agreement concluded in 
January 1956. 

In May 1956 it was reported that Soviet road- paving experts were 
making surveys in Syria for the construction of a ‘‘network of roads.” 

% New York Times, October 11, 1955, p. 1 and London Times, October 11, 1955, p. 8. 

™ Foreign Service Despatch no. 167, December 5, 1955, American Embassy, Damascus 


% Radio Beirut ANA, Seaee Code to Near East, December 6, 1955, 0910 G. m. t., M and Washington 
Post, December 7, 1955, p. 1 


1” Radio Damascus ebrew, January 1, 1956, 1430 G. m. t., M. 


% Reported in Al Tahrir, mony, organ of the government-controlled Liberation Rally. See New York 
— vouary 29, 1956, p. 3 


Y. Times, March 28, 1956, p. 3, and Radio Beirut, Arabic, March 15, 1956, 1725 G. m. t., M. 
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It was also announced that an agreement had been reached with 
Poland under which Poland would build a railroad from Damascus, 
Syria, to Medina in Saudi Arabia. A Polish bid for engineering 
surveys for this railroad had been accepted in January, but was 
subsequently canceled (after Potish engineers were in the area) and 
new bids called for. 


YEMEN AND SAUDI ARABIA 


As for other specific Soviet offers in the Near East, a Soviet delega- 
tion left Cairo on January 29, 1956 for trade talks with Yemen. The 
Soviet Union offered to erect complete factories and to supply agricul- 
tural machinery in exchange for Yemen coffee and other commodities.” 

The Legation of Yemen in Cairo announced on March 8, 1956, 
that a trade agreement had been concluded with the Soviet Union, 
Yemen would export coffee, dried fruit, hides, and other commodities 
in exchange for Soviet industrial and agricultural machinery, building 
equipment, oil products, wheat, flour, sugar and rice. The report 
stated that the Soviet Union had offered to build complete factories in 
Yemen and to give technical assistance.** Diplomatic relations 
between the U. S. S. R. and Yemen were established in April 1956. 

There was an offer made at the end of 1955 to establish diplomatic 
relations with Saudi Arabia. Although diplomatic relations have not 
been established as yet, in March 1956 Saudi Arabia announced that 
diplomatic relations would be opened with Communist China.™ 


LEBANON 


In November 1955 the Soviet Union reportedly offered Lebanon 
assistance amounting to $50,000 for the Litani River development 
project. In Febiuary 1956 a team of Soviet experts visiting Lebanon 
reportedly offered Soviet aid and technical assistance in the construc- 
tion of highways, hydroelectric dams, and irrigation projects, railway 
development, development of seaports, and offered a nuclear reactor. 
Following the Melnikov visit, in March 1956 projects reported to be 
under consideiation included cement factories, food processing plants, 
a textile factory, and an ink and printing material factory. Soviet 
experts were to submit a technical report on the establishment of a 
metallurgical plant. Also in March 1956 the Czech Minister of 
Foreign ‘Trade reported an agreement for the construction of a cement 
plant and an automobile repair shop. In April the mission of Soviet 
technicians headed by Nikolai Melnikov, of the Technoexpoit, had 
negotiations in Lebanon. While there, offers were made for mineral 
peeenecting equipment; a metallurgical plant; a spinning and weavin 
actory, an ink and printing material factory, a canning factory an 
a cement factory. ‘The offers are to be studied before agreement 
might be reached.*® The Government of Lebanon has given no 
indication that it would accept the offer. 

It was reported May 5, 1956, that the Soviet Ambassador in Beirut, 
had informed the Minister of Public Works that the Soviet Union 
was prepared to provide Lebanon with the free services of Russian 

® The Socialist Courier (New York) May 1956, p. 85. 
*% Radio London, Reuters, January 29, 1956. Izvestia, February 28, 19568 
% Keesing’s Contemporary Archives, 1956, p. 14779, and Pravda, March 10, 1956. 


Washington Post, December 3, 1955, p. 7 and New York Times, March 17, 1956, p. 3. 
® Le Commerce du Levant, Beirut, March 31, 1956, and New York Times, February 23, 1956, p. 1. 
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engineers to rebuild the villages Costaraner by the earthquake of 
March 16.7 On March 23 the Soviet Red Cross had contributed 
100,000 rubles in aid to those who had suffered the earthquake.® 





IRAN 






Official Soviet protests against the formation of the Baghdad Pact 
(among Britain, Turkey, Iraq, Iran, and Pakistan) have been inter- 
mingled with proposals for improving relations. Soviet economic 
overtures have met with little response however in Turkey, Iraq, 
and Iran while relations with Israel appear to have cooled as result 
of Communist arms agreements with Arab states. 

Soviet relations with Iran had improved with the signing of the 
Soviet-Iranian agreement on frontier and financial questions Decem- 
ber 2, 1955. The Soviet Union reacted strongly however to the 
adherence of Iran to the Baghdad pact. An editorial in Pravda of 
October 13, 1955, declared that “by its adherence to the Baghdad 
military pact Iran enters a dangerous path * * * the course does not 
hold any promise of good.” 

In November 1955, Foreign Minister Molotov told the Iranian 
Ambassador in Moscow that the act is— 


incompatible with the interests of peace and security in the 
Near and Middle East and is in contradiction to the good- 
neighbor relations between Iran and the Soviet Union and the 
well-known treaty obligations of Iran.” 


The tension gradually has lessened since a new Iranian Ambassador 
was appointed to Moscow December 23, 1955. At that time Klement 
Voroshilov, Chairman of the Presidium of the U.S. S. R., said that 
only the Baghdad pact stood in the way of continuing Soviet con- 
cession to Iran.” 

The Soviet press gave a cordial reception to a 12-member delegation 
of the Parliament of Iran visiting the U.S. S. R. at the beginning of 
1956. A Moscow near eastern broadcast in the Iranian language on 
January 10 gave evidence of a change in Soviet technique, “the 
peoples of the Soviet Union and of Iran sincerely strive to strengthen 
the foundations of Iran-Soviet friendship.” 

The Shah of Iran agreed on April 9 to make a state visit to Moscow 
sometime in June 1956. The announcement followed a statement 
made by Mr. Lavrentiev, Soviet Ambassador in Teheran, that 
Iranian membership in the Baghdad Pact need not be a barrier 
to amicable relations between the two countries. The Shah and 
Queen Saraya arrived in Moscow June 25 for a 3-week visit and 
were given a lavish receiption. 

Following the general offer of technical assistance in mid-1955, 
in February 1956 the U. S. S. R. made Iran a specific offer to con- 
struct 8 sugar mills, a sugar refinery, 2 powerplants, a refrigerator 
plant, and bridges.” 

On June 23, 1956, the Soviet Embassy in Teheran issued a statement 
proposing aid, with no “military or political’ strings, for Iranian 

& New York Times, May 6, 1956, p. 26. 

% Izvestia, March 23, 1956. 

*® Dallin,D.J. Soviet Policy.inthe Middle East. Middle Eastern Affairs, November 1955, p. 339. 

® Christian Science Monitor, January 26, 1956 


® Moscow, Near Eastern Service, Iranian, January 10, 1956. 
* Reported in The Soviet Bloc Role, op. cit., p. 11. See also the London Times, April 10, 1956, p. 8. 
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development and construction projects. At the same time, the 


Embassy appealed for closer commercial and social ties between 
the two countries.* 


TURKEY AND ISRAEL 


As for overtures toward Turkey, reportedly at the festivities in 
Karachi marking the establishment of the Republic of Pakistan, 
Anastas Mikoyan proposed to Prime Minister Adnan Menderes of 
Turkey that economic and cultural relations be established as a 
first step toward “dispelling the fog.”’ Turkey has remained cool 
to Soviet overtures.” 

In April 1956 the Soviet Union accepted a request of Israel through 
the United Nations Technical Assistance Administration for expert 
advice on the production of superphosphates from deposits in the 
Negev Desert.™ 

IX. Arrica 


The extension of Soviet overtures to the independent states of 
Africa has followed closely upon the Soviet activity in Egypt and the 
Near East. Egypt has been termed the springboard for the pene- 
tration of Africa. One commentator states that— 


the recent moves are part of a concerted plan to follow up the 
Soviet thrust in the Middle East and to penetrate south 
using Egypt as a bridge to establish contact with Communist 
networks in French North Africa as a preliminary to the 
main objective. The main objective is to achieve political 
and commercial predominance in Africa by nonmilitary 
means.” 


As evidence of a long-term Soviet interest in Africa it has been noted 
that within recent months the Institute for the Study of Contemporary 
Capitalism at Moscow’s Academy of Sciences has intensified its studies 
of Central and South African languages, literature and economics. 
A new section has been established within the Academy of Sciences to 
compile dictionaries of African Languages.” On the surface recent 
Soviet activity has been confined to expanding its diplomatic relations 
and expanding trade relations. 

Specific offers to provide technical assistance have been made to 
Liberia, Libya, Ethiopia, and the Sudan. 

Within the past year the Soviet Union has established diplomatic 
relations with Libya, Liberia, and the Sudan. It had previously 
carried on diplomatic relations with Egypt and Ethiopia.” The 
Soviets were quick to recognize the independence of the Sudan, and 
diplomatic relations were opened on March 15, 1956. Leonid Teplov, 
a senior official of the Soviet Foreign Ministry and a former member 

820 New York Times, June 24, 1956. 

% Washington Evening Star, April 11, 1956, p. A15. 

“ New York Times, April 4 1956, p. 3, and Radio London, English Morse, April 4, 1956, 1745 G. m, t. 
ate Love. Moscow spurs Africa Drive with Diplomacy and Trade. New York Times, May 

° Poland has diplomatic missions in Egypt and the Sudan and will open an Embassy in Ethiopia in the 
near future. Hungary has diplomatic relations with Egypt and the Sudan; Bulgaria and Rumania with 
Egypt: Czechoslovakia with Egypt and Ethiopia, as well as a consulate in the Belgian Congo; East 


ie i has trade missions in Egypt and the Sudan, Egypt also has diplomatic relations with Com- 
munist China. 
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of the London Embassy, was named the first Soviet Ambassador in 
Khartoum.” 
SUDAN 






It was unofficially reported on March 11, 1956 that the Soviet Union 
had offered the Sudan an important long-term loan for financing its 
essential projects; that cotton and other products would be accepted 
in payment.” 

In April 1956 it was reported that the Sudan had accepted a Soviet 
offer of general economic and technical assistance coupled with a 
long-term loan repayable in Sudanese products.! 

A group of water-supply experts from East Germany have worked 
in the Sudan since the autumn of 1955 searching for water and build- 
ing water-supply installations. Henrich Rau, Kast German Minister 
of Foreign Trade, visited the Sudan in May 1956. Over a 10-day 
period consultations were held in Khartoum’ with Premier Al-Aznari 
and the Ministry of Trade on an expansion of contracts between the 
German Democratic Republic and the Sudan.? 

Indicative of increased Communist-bloc economic activity in the 
Sudan, the Indian textile bulletin Texproci]l spoke with concern in 
May 1956 of the increasing competition in the Sudan from Bulgaria 
and Russia to this market for Indian grey sheeting materials.’ 


LIBYA 





Since his appointment in December 1955 as the first Soviet Ambassa- 

dor to Libya Nikolai I. Generalnov has been active in offering loans 
and technical assistance to Libya. On March 7, 1956, a written offer 
was made (the terms of which have not been publicized), reported as 
an offer to lend 15 million rubles. Other reports stated that the 
Soviet Union had offered to match United States aid. The loan 
offer was reported as a 20-year loan at 2 percent interest payable in 
goods or currency with the first payment at the end of 5 years. 

In response to the Soviet offers Premier Mustafa Ben Halim of 
Libya told the Soviet Ambassador that “Libya is entirely satisfied 
with the aid she has received from the United States and does not 
desire to replace it with Soviet aid.” 

On March 29 Premier Ben Halim informed parliament that the 
Soviet offers had been rejected. 

On March 30, 1956, the Libyan Parliament, in a vote of confidence, 
supported the Government’s rejection of Soviet aid and at the same 
time gave its full approval to Premier Halim’s program of economic 
development utilizing aid from the United States and Britain.‘ 

In response to questions concerning an increase in United States 
aid (an additional $5 million during the current fiscal year) announced 
April 7, Premier Halim said— 


There was no relation between one offer and the other, 
we rejected the Russian offer on its merits. It was a question 
of principle, we continued to talk with our friends, we do not 
like to change friends.$ 

% Reported in Keesings Contemporary Archives, 1956, p. 1479. 

® Radio Paris, APF March 11, 1956 1737 G. m. t., E. 

1 Reported in The Soviet Bloc Role, op. cit., p. 20. 

2 Radio Berlin, ADN in German to East Germany, May 9, 1956, 0840 G. m, t., L. 
3 Radio Bombay in English Morse to Tokyo, May 16, 1956, 1840 G.m.t., B. 

4 New York Times, January 7, 1956, p. 3; March 31, 1956. 

§ New York Times, April 8, 1956, p. 1. 
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LIBERIA AND ETHIOPIA 


In January 1956 the Soviet Union accepted the invitation to attend 
the inauguration of President William Tubman, of Liberia (the invita- 
tion in 1952 had been rejected). 

While in Liberia members of the Soviet delegation informally 
offered to provide economic and technical assistance. In a public 
statement on January 7 Alexander P. Volkov, Chairman of the 
Council of the Union of the Supreme Soviet, announced the offer. 
He said that he believed Liberia could develop rapidly into a strong 
nation if she had the technical knowledge and assistance that the 
Soviet Union is prepared to offer; that the establishment of diplomatic 
relations would afford the opportunity to reach agreements on trade, 
technical assistance ond cultural cooperation.® 

Two weeks following the inauguration (January 19) the Department 
of State of Liberia announced that diplomatic relations would be 
established with the Soviet Union and that Liberia had endorsed the 
five principles of peaceful coexistence.’ 

While in Liberia the Soviet delegation held conversations with 
representatives from the neighboring Gold Coast. 

In Ethiopia Czechoslovakia has offered to construct a sugar factory 
and an alcohol distillery. Poland has also offered technical assistance 
and equipment. The equipment offer consists of vehicles for the 
locust control program, and is being accepted by the Ethiopian 
Government. 

GREECE 


On July 9, 1956, a week after a visit to Athens by Soviet Foreign 
Minister Dmitri T. Shepilov, Pravda announced that: 


The Soviet Union is prepared to give sympathetic, disin- 
terested consideration to cooperation in the development of 
the Greek national economy, to the exchange of scientific and 
technical experience and to the training of specialists, includ- 
ing student exchange. 


Pravda said further that: 


Increased economic contacts would meet the interests of 
the Soviet Union as well as the basic interests of development 
of the Greek national economy. Greek workers, tobacco, 
and winegrowers, and business circles would feel it tangibly. 


Again, the Soviet ‘‘no strings’ policy was emphasized. ‘True to 
its principles,” said Pravda— 


the Soviet Union does not, naturally, present any terms to 
Greece that could affect her sovereignty and national dignity. 


Pravda said that Shepilov’s visit to Greece had shown “all the 
conditions are available’ for building up sound Soviet~Greek relations. 
It emphasized the potentialities of cultural exchange and said that a 
Greek parliamentary delegation had accepted an invitation to visit 
the Soviet Union.” 


6 Reported in Keesing’s Contemporary Archives, 1956, p. 14666. 

7 The 5 principles to which India and Communist China agreed in 1954: Mutual respect for territorial 
integrity and sovereignty: nonageression; noninterference in internal affairs; equality, and mutual benefit. 
New York Times, January 20, 1956, p. 14. . q 

te New York Times, July 10, 1956, 
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SOUTH AFRICAN ATTITUDE 


The official reaction of the Government of South Africa to Soviet 
activities on the African continent was expressed by Prime Minister 
Johannes Strijdom in an interview with Reuters correspondent, 
December 14, 1955. He said that the South African Government 
took a serious view of the interest Russia was now showing in Africa; 
that Soviet arms deals in Egypt and the Middle East exposed the 
African continent to the danger that Russian influence will spread 
through adjacent territories. ith reference to South Africa’s initia- 
tive in seeking a Pan-African defense plan he stated: 


We have taken active steps to obtain the cooperation of 
all countries with an interest in Africa south of the Sahara 
to act in coordination in matters of defense. 


Returning from defense talks in London and Washington South 
Africa’s Minister of Defense, Francois Erasmus, said: 


We have taken definite measures to outlaw communism in 
South Africa. Even if an evil may never be eradicated com- 
pletely, we are satisfied that the measures we have taken can 
successfully curb and control communism here.® 


At the beginning of February 1956 the Government of South Africa 
requested the Soviet Union to close all its consulates in South Africa 
by March 1, 1956. The note stated that the Soviet officials in South 
Africa had maintained subversive contacts with the Bantu peoples 
and with the Indian population and that radio broadcasts had incited 
the Bantus and non-European peoples to resist the Government.° 


X. Latin AMERICA 


Diplomatic relations with the Soviet Union have been maintained 
by only three Latin American Republics, Argentina, Uruguay, and 
Mexico, though several others maintain relations with various of the 
other Soviet bloc countries. Trade with the Soviet Union has 
represented only a small fraction of Latin America’s total trade. Since 
1953 however, the efforts of the Soviet Union to increase its trade with 
Latin America have met with some success. There are now 19 trade 
agreements between Latin American Republics and Soviet-bloc 
countries in Europe. These call for an exchange of about $500 million 
worth of goods annually. Actual trade in 1954 has been valued at 
about $200 million. This compares with an exchange approximating 
$7 billion annually between the United States and Latin America.” 
Indicative of the extent to which trade has increased, the combined 
exports of 3 Latin American countries (Argentina, Uruguay, and 
Brazil) to the Sino-Soviet bloc in 1954 represented 17.8 percent of 
their total exports, as compared to 3.2 percent in 1953." In August 
1953 the U.S. S. R. extended Argentina a credit of $30 million for the 
purchase of capital equipment. 

As the peace offensive developed during 1954 and 1955 Latin Amer- 
ica was exposed to the general Soviet pressures for coexistence and for 


§ Astley Hawkins, in Washington Post and Times Herald, December 15, 1955, p. 12. 

* Reported in Keesing’s Contemporary Archives, 1956, p. 14716. 

10 Dana Adams Schmidt, New York Times, January 17, 1956, p. 1. 

1 U. 8. Government. International Cooperation Administration. Mutua] Defense Assistance Contro} 
Act of 1951, Seventh Report to Congress, 1955, p. 78, 
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closer economic and cultural relations; however no direct offers of 
technical aid were made. In December 1955 Anatoli G. Kulazhenkov, 
Soviet Ambassador to Mexico, visited Ecuador where he was received 
by the President and Foreign Minister at an official luncheon. Since 
the visit the Government of Ecuador has denied published rumors that 
a technical assistance agreement and offer to provide Ecuador with 
arms was discussed. 

The first major bid to Latin America on the pattern of Soviet offers 
in South Asia and the Near East was made by Premier Bulganin 
January 16, 1956. The offers to establish diplomatic relations, ex- 
pand trade and to provide technical assistance were made in an inter- 
view conducted by Vision, a news magazine published in New York 
for circulation in Latin America. Premier Bulganin said :? 


Naturally, the Soviet Union is ready to establish diplo- 
matic relations also with those Latin American countries 
where such relations do not yet exist. We stand for the 
development of international relations and cooperation with 
all countries, including Latin American countries * * *. 

The relations which exist between the U. S. S. R. and 
Argentina, Mexico, and Uruguay are, it seems to us, of 
benefit to both parties. They make cooperation of these 
states easier on questions relating to the maintenance and 
strengthening of peace. They promote the development of 
economic, cultural, and other relations between the U.S.S. R. 
and these countries. Thus, the trade between the Soviet 
Union and Argentina has substantially expanded during the 
recent period. One can hope that in the future also our 
relations with the countries of Latin America will develop 
to the mutual advantage of the parties, in the interests of 
strengthening international cooperation * * *. 

The U. S. S. R. does not interfere in the internal affairs 
of other states and considers as well tbat other states should 
not interfere in the internal affairs of the Soviet Union. The 
foreign policy of the Soviet Union is based upon respect for 
the sovereignty of all states, both large and small, upon 
recognition of the right of all peoples to independent na- 
tional and state development. Peaceful coexistence and 
friendly cooperation of states, regardless of the difference in 
their social structures—this is the most important principle 
of our foreign policy. 

Naturally, all this fully applies to the attitude of: the 
Soviet Union toward the countries of Latin America * * *. 

The Soviet Union stands for the development of trade 
with Latin American countries based on mutual benefit * * *. 

The Soviet industrial exhibition in Buenos Aires in 1955 
was one of many exhibitions held recently by the U.S. S. R. 
in other countries. The Soviet Union will continue to hold 
similar exhibitions and to participate in international fairs, 
taking into account the wishes of the Governments of the 
countries concerned and mutual interests. It is not excluded 
that exhibits on the peaceful use of atomic energy will be 
shown at such exhibitions and fairs. Such exhibits have 
2 Text of Bulganin reply to inquiry by Vision—Pravda and Izvestia, January 17, 1956, p. 1; and New 
York Times, January 17, 1956, p. 4. 
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already been shown by the Soviet Union in Geneva and [New] 
Delhi in 1955. * * * 

The Soviet Union exports a wide variety of goods, depend- 
ing on the mutual interest in such trade. In particular, the 
Soviet Union could export to the Latin American countries 
different kinds of industrial equipment and machinery, in- 
cluding equipment for the oil industry, complete production 
equipment, machine tools, tools, automobiles, and agricul- 
tural machinery. If necessary, the Soviet Union would render 
technical assistance and assistance with specialists and also 
exchange experience in the sphere of industry, electric power, 
construction, transport, and agriculture. Apart from equip- 
ment and machinery, the Soviet Union also exports a whole 
range of other goods which might be of interest to the Latin 
American countries, for example, timber materials and cellu- 
lose and paper articles, oil and oil products, rolled ferrous 
metals, cement, asbestos, dyes, chemicals, and other goods. 

For its part, our country could import from Latin America 
products of agriculture, of animal husbandry and mining in- 
dustry. The practice of exchange of goods between the 
U.S. 5S. R. and many other countries proved this exchange to 
be of mutual benefit and advantage. * * * 

The Soviet Union in its foreign trade deals both with 
governmental institutions and with private corporations and 
individuals. * * * 


In general, the official reaction of the governments of Latin Ameri- 
can Republics to the offer was cool with a tendency to view the 


Bulganin bid as a political maneuver rather than as an economic or 
political threat.” 

In response to the Soviet offer Earnest G. Chauvet, Delegate of 
Haiti to the United Nations, stated 


* * * It appears to me to be obvious that the Soviet 
Union * * * is attempting to do exactly what it alleged 
the United States was trying to do under the cover of eco- 
nomic and technical assistance * * *. The countries of 
Latin America are too much attached to real freedom and 
real democracy, and especially to the fundamental right of 
the individual to own property, to let Soviet ideology pene- 
trate our countries, no matter under what pretext * * *." 


Ambassador Jose A. Mora of Uruguay, Secretary General of the 
Organization of American States, commented that Latin America 
was already well served by established arrangements for technical 
aid from the United States and the United Nations, and by way of 
mutual aid among American states but that each country was free 
to make its own arrangements. In Cuba, Acting Secretary of State 
Gonzalo Guell said that the Government was firmly opposed to any 
“material or ideological Communist infiltration.”” In Mexico an 
official expressed doubt as to the sincerity of the proposal. Chilean 
officials stated that Chile was determined to maintain its 9-year-old 
divorce from the Soviet Union (diplomatic relations were broken in 


13 See: New York Times, January 18, 1956, p. 11, 
4 New York Times, January 31, 1956, p. 28. 
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1947). It was reported that the offer had generated no enthusiastic 
responses in Argentina and Brazil.” 

On April 5, 1956, Georgi#M. Malenkov, Soviet Deputy Premier, 
told a press conference in London that the Soviet Union had no objec- 
tion to extending economic aid to South?American nations and that 
any State that applied for such aid would be answered affirmatively.” 
Early in May 1956 it was rumored that Anastas I. Mikoyan, Soviet 
Foreign Aid Chief, planned visits to several Latin American countries 
during the summer of 1956." Although Soviet technical assistance 
to Latin America has not progressed beyond the stage of broad over- 
tures, the theme of closer ties has had some appeal and has been 
parroted by the Latin American Communists, ae at the 
20th Party Congress of the Communist Party, V. Codovilla, dele- 
gate from Argentina, said: 


Up to recently certain circles of the Latin American coun- 
tries thought that only imperialist countries can help us in 
our economic development. This notion has suffered a 
crushing blow by the clear statement of the Chairman of the 
U. S. S. R. Council of Ministers, Bulganin, that the Latin 
American countries may count upon the generous aid of the 
Soviet Union in the exploitation of their national riches, in 
the development of their economy in the interests of the 
peoples of these countries, and national independence. 

This statement made the deepest impression on all social 
strata of the Latin American countries, from proletariat to the 
national bourgeoisie. The difference between the line of the 
imperialist countries which in their trade relations impose 
political and military conditions in defiance of the national 
sovereignty and the line of the U.S. S. R. which proposes the 
establishment of mutual relations without political discrimi- 
nation, on the basis of equality, mutual advantage, and strict 
respect for the sovereignty of each country, became more 
obvious than ever to the Latin American peoples.” 


Recent reports indicate that Soviet propaganda is increasing with a 
new emphasis upon economics and trade. The Soviet publication 
“Novedades de la Union Sovietica’”’ has commenced issuing weekly 
supplements which deal with industrial developments in the Soviet 
Union. In addition to numerous new Soviet publications placed on 
the newsstands, there have been a quantity of Soviet movies. A 
Russian basketball team toured Argentina in May 1956. Durin 
recent months an increasing number of articles have been published 
on Soviet-Latin American economic relations. There have been 
attacks upon the so-called struggle among the “imperialist”? powers 
for control over the markets of Latin America; attacks upon United 
States economic aid; attacks upon Yankee colonialism and foreign 
exploitation of natural resources; praise of Soviet-bloc economic rela- 
tions and praise of such Latin American activities as the recent 
Brazilian negotiations for trade agreements with Communist-bloc 
countries.!® 

18 New York Times, January 18, 1956, p, 11. 
16 Drew Middleton, Malenkov Scores a War Alliance, New York Times, April 6, 1956, p 5. 
"” Harry Schwartz, Soviets Foreign Aid Now on a Big Scale. New York Times, May 6, 1956, p. E5, 


1 Radio Moscow, Soviet Home Service on February 22, 1956, at 1000 G. m. t. 
* For example, see E] Dia, La Plata, May 4, 1956 and La Nacién, Buenos Aires, May 9, 1956, 
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Among the new signs of a warmer Argentine policy toward increased 
trade relations with the Soviet bloc, a new airline schedule between 
Buenos Aires and Moscow has been inaugurated, Argentina has agreed 
to import quantities of paper pulp from the Soviet Union, and the 
U.S.5. R. has financed a new auto firm (Mockbuz Argentina) having 
a declared peso capital equivalent to $2,500,000 to distribute automo- 
biles and trucks at a cheaper price than similar vehicles secured from 
the United States. 

As for the activities of other members of the Soviet bloc, there was a 
provision for general technical assistance contained in the trade agree- 
ment concluded between Argentina and Hungary in August 1953; 
Czechoslovakia provided 50 technicians for the construction of a dis- 
tillery for the production of corn alcohol in Argentina, completed in 
1954. In March 1956, it was reported that Czechoslovakia would 
construct a coal-washing plant in Argentina. In January 1956, East 
Germany offered Argentina long-term credits to cover equipment for 
the sugar industry, coal mining, road construction, power stations, 
the chemical industry, and agricultural machinery. In May an 
agreement “in principle’ was announced between an East German 
trade delegation and an Argentine fishing industry cooperative. The 
agreement calls for a $27.5 million barter transaction, to be carried 
out over 5 years. Argentina will export principally canned fish. It 
will import $16.5 million in ships, motorboats, fishing nets and tackle, 
and refrigeration equipment, the remaining $11 million will be in- 
vested in improvements in the plants of the cooperative’s members. 
During 1955, Czechoslovakia extended Paraguay a credit up to $15 
million for the purchase of capital goods. In April 1956, it was 
reported that Czechoslovakia would provide equipment and technical 
assistance to Paraguay for the construction of a flour mill (having a 
capacity of 60 tons of grain every 24 hours).” In an interview with 
a correspondent of the Mexico City newspaper Excelsior in June 1956, 
Premier Bulganin repeated his earlier offer. 


What the United States offers is aid, ours is collaboration 
based on mutually beneficial conditions, free of political 
intent and, much more, from any military involvement. 
* * * TAs for collaboration with Latin America] we can 
lend technical collaboration, sending experts and exchang- 
ing our industrial experience in transport, agriculture, and 
science. Also we can collaborate in industrial projects, in 
their creation and development, in their initial technical 
supervision, and in the training of local personnel to super- 
vise them. This collaboration is based on the idea of find- 
ing the best way to observe equality of rights without damag- 
ing the sovereignty of either one of the parties. As to 
Latin American countries, we should have the widest rela- 
tions in the fields of petroleum, mines, and electric power.” 


ion Reported in the Soviet Bloc role, op. cits, pp. 48-50. See also, International Financial News Survey 
y 6, 1956, p. 8. 
The Miami Herald, June 4, 1956, p.1. Diario Las Americas, June 7, 1956, p. 3. 

















SOVIET TECHNICAL ASSISTANCE 455 


XI. Soviet Participation in Untrep Nations TEcHNIcAL 
ASSISTANCE PROGRAMS 


Accompanying the developing Soviet emphasis on bilateral trade 
and technical assistance in South Asia, there has been a change in 
Soviet policy toward the multilateral technical assistance programs 
of the United Nations.” 

When the question of establishing the U. N. expanded technical 
assistance program was before the Economic and Social Council in 
August 1949, the Soviets abstained from voting, and the Soviet 
delegate used the occasion to denounce the Point Four concept as 
“s program of expansion under a screen of anticommunism” and an 
opportunity for American “monopolists to seize the colonies and 
underdeveloped areas of the world in toto.” * 

But later in the same year, in the General Assembly, the Soviet 
bloc joined other members of the U. N. in voting unanimously for the 
technical assistance resolution. One observer has suggested that this 
was because the Kremlin— 


regretted its decision to fight the Marshall plan, which had 
cost it so much goodwill in Europe. Perhaps it differed 
from President Truman on the long-range effects of eco- 
nomic development, and reasoned that they might be ren- 
dered as favorable to communism as to democracy.” 


Whatever the reason, however, Soviet acquiescence in the program 
did not last long. It boycotted the first pledging conference to obtain 


funds for the program in June 1950, ostensibly because of the presence 
of Chinese Nationalists. 


PARTICIPATION IN POLICYMAKING ORGANS 


The Soviets did, however, continue to participate in the policy- 
making organs of the U. N. which dealt with the program and on 
which they had membership. These included the General Assembly, 
the Technical Assistance Committee (composed of members of the 
Economic and Social Council), which passes upon recommendations 
of the Technical Assistance Board, and the Economic Commission 
for Asia and the Far East which engages in factfinding activities 
related to the economic development of Asian countries but does not 
carry on technical assistance or economic aid programs as such. 

The record of Soviet participation in the specialized agencies, 
which actually perform most of the U. N. technical assistance work, 
is more spotty. The Soviet Union did not become a member of the 
International Labor Organization or of the United Nations Educa- 
tional, Scientific and Cultural Organization until 1954. Its member- 
ship in the World Health Organization has been in inactive status 
during the last 2 years. It has never been a member of the Food 
and Agriculture Organization or the International Civil Aviation 
Organization. For both 1955 and 1956, the U. S. S. R. pledged 
the equivalent of $500,000 to the U. N. Children’s Fund, but none of 

# For a description of these programs and the problems raised by Soviet policy toward them, see Senate 
Foreign Relations Committee, Subcommittee on Technical Assistance Programs, Staff Study No, 1, Multi- 


lateral Technical Assistance Programs, 1955, pp. 1-24, and especially pp. 18-19. 
% Walter R. Sharp, International Technical Assistance: Programs and Organization, Chicago, 1952, 





p. 60. 
4 R, P, Stebbins and associates: The United States in World Affairs, 1950, New York, 1950, p. 343. 
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these pledges has been paid. The use of the funds pledged is currently 
under negotiation between UNICEF and the U.S. S. R 

Prior to July 1953, the’Soviet Union*used U. N. organs as a forum 
for attacking the existing programs, both of the U. N. ‘and the United 
States, ostensibly on the grounds that they were designed to make the 
underdeveloped countries ‘‘raw material appendages” of the United 
States and other Western Powers. At the same time, the Soviets 
professed their own support of technical assistance to underdeveloped 
areas while refusing to contribute—as Dr. Isador Lubin put it—“‘one 
red ruble.” * 

SOVIET BLOC CONTRIBUTIONS 


Following the death of Stalin, the Soviet Union made an abrupt 
change in its policy of financial nonsupport of the U. N. technical assist- 
ance program. In a speech in the Economie and Social Council 
July 15, 1953, the Soviet delegate voiced opposition to large-scale aid 
to underdeveloped countries and emphasized that what such countries 
needed was simply some help in helping themselves. At the conclusion 
of the speech, he unexpectedly announced that the Soviet Govern- 
ment would contribute 4 million rubles (equivalent to $1 million at 
the official exchange rate) to the U. N. technical assistance fund. 
The contribution was officially pledged at the technical assistance 
pledging conference November 12, 1953. 

At the same time Poland pledged $75,000, Byelorussia $50,000, and 
the Ukraine $125,000 while Czechoslovakia announced that it would 
participate in 1954. These actions indicated that the new policy was 
a concerted move on the part of the entire Soviet bloc. The meaning 
was variously interpreted * as a recognition by the Soviet Union of 
the adverse propaganda effects of its nonparticipation, as a move 
to use the U. N. for further penetration of underdeveloped countries 
through sending Soviet technicians abroad and granting scholarships 
in Soviet universities, as foreshadowing increased Soviet participation 
in the work of the specialized agencies, and as a device for developing 
receptivity to securing trade agreements with underdeveloped areas 
and securing raw materials from those areas. 

In this last connection, it should be noted that Soviet participation 
in the U. N. technical assistance program coincided with an increased 
Soviet emphasis on East-West trade. In April 1953, the U.S. 5S. R. 
had ended a long boycott and participated in a conference on the 
resumption of trade between Eastern and Western Europe. In the 
July ECOSOC sessions on technical assistance, the Soviet delegates 
emphasized removing barriers to international trade. 

This was followed in August by Soviet statements extolling the 
efforts of the Soviet delegates in the U. N. in— 


* * * foiling the attempts of definite elements to utilize such 
aid to further the self-seeking interests of the capital export- 
ing countries.” 
% New York Times, June 24, 1952, p. 30. Dr. Lubin was United States delegate to the U. N. Economic 


and Social Council. 
% For press comment, see New York Times, July 16, 1953, p. 1; October 13, 1953, p. 21; January 8, 1954, 


P 2; March 12, 1954, p. 4; September 12, 1954, p. 7; November 27, 1954, p. 23; New York Herald Tribune 
uly 19, 1953, p. 2; Economist (London), July ‘95, 1953, p. 2 
New Times (Moscow), August 5, 1953, p. 1 
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The same article returned to the theme that trade was the road to 
economic development and gave evidence that East-West trade con- 
trols were hurting: 


The"Soviet Union"believes that the only*sure way of im- 
proving the position of the underdeveloped countries is to 
remove the numerous restrictions to expansion of their trade 
with other countries, imposed upon them by some of the big 
powers. * * * Instead of prating so much about “aid” to 
underdeveloped countries, the United¥States’in the first 
place, and other countries as well, should desist from robbing 
them by acquiring their raw materials at low monopoly prices 
and selling them manufactured goods at, high monopoly 

rices, 

r If the underdeveloped countries were allowed the oppor- 
tunity to enlarge their trade with all countries without re- 
striction or discrimination, it would¥probably, not be long 
before they rid themselvesof{sucht{handicaps as unfavorable 
balances of payments, chronic dollar shortages, and constant 
and dangerous drains on their foreign exchange reserves. 
* * * Tt would be better, in the interests of the under- 
developed countries,§{not toy preventsthem from trading 
normally with other countries and thus earning the foreign 
exchange they need, than to grant them so-called aid from 
which so far they have only suffered.” 


The Soviets continued not only to denounce American aid programs 
but also to criticize the U. N. programs. In October 1953, for example, 
they complained that U. N. administrative costs were too high, that 
the program had not taken the needs of Asia sufficiently into account 
and that there had been infiltration of foreign capital directed toward 
exploitation and the obtaining of superprofits.” 

The Soviets also stepped up their use of U. N. forums for announcing 
offers of direct assistance to Asian countries. These offers have been 
qualified, however, and have usually been linked with the establish- 
ment of trade. A typical Soviet statement is the following, made 
by the Soviet delegate to the 10th session of the U. N. Economic Com- 
mission for Asia and the Far East in Kandy, Ceylon, in February 
1954, and reported by the Soviet Foreign Trade Journal: 


The Soviet Union is prepared to consider the question of 
concluding long-term contracts for the purchase of goods in 
these countries in exchange for Soviet goods. In doing so 
the Soviet Union intends to reach an understanding about 
stable prices over a lengthy period and is contemplating the 
possibility of arranging for payment in the domestic cur- 
rencies of the respective countries of Asia and the Far East. 
In an effort to promote the economic development of. the 
countries within the sphere of the Commission, the Soviet 
Union is prepared to deliver to these countries equipment 
and machinery payable in installments. 


% Thid., p. 2. 
% New York Times, October 2, 1953, p. 1. 
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* * * In accordance with the program of the fund for 
technical aid of the United Nations the Soviet Union is 
prepared to examine concrete requests of countries of Asia 
and the Far East for technical assistance in the following 
fields: extracting and processing of minerals, developing the 
metallurgical, the machine building, and particularly the 
agricultural machinery industries, developing textile and food 
industries, establishment of rubber-processing plants, con- 
struction of hydroelectric stations and powerplants as well 
as organizing flood control and utilization of water resources 
for irrigation purposes, antilocust measures, and training and 
improvement of the technical know-how of workers in 
industry and other branches of the economy in these 
countries.” 


In the last year also, there has become apparent a tendency on the 
part of the Soviets to attempt to give a bilateral color to U. N. proj- 
ects financed with the Soviet-ruble contribution. The technological 
institute in Bombay, which is sponsored by UNESCO, is a case in 
point. This project had been planned to use $790,000 of the ruble 
contribution, of which $600,000 would be for equipment, $180,000 for 
experts, and $10,000 for fellowships. In Russian announcements 
however, it was pictured as a Soviet project, under the U. N. technical 
assistance program, complete with equipment, Russian textbooks, 
Russian professors, and facilities to train 1,000 Indian students a 

ear. 

UNESCO and U. N. officials, however, have taken the position 
that U. N.-sponsored projects must be truly multilateral and that in 
& project as big as the Bombay institute the textbooks and professors 
must come from more than onecountry. Asof June 1956, negotiations 
on this point were still in progress. 

The question arises, in part, because of the problems connected 
with the use of ruble contributions to the U. N. technical assistance 
program. 

USE OF SOVIET FUNDS 


When the Soviet Union announced its first pledge to the U. N. 
program, G. P. Arkadyev, the Soviet delegate, stipulated that the 
contribution be used only by the U. N. Technical Assistance Adminis- 
tration and not by the specialized agencies, which share in the technical 
assistance fund and carry out most of the work. Under regulations 
previously adopted by the General Assembly, however, all contribu- 
tions were to be made without strings attached. The U. N. therefore 
notified the Soviet Union that the contribution was not acceptable 
for the purpose for which it was made and the contribution remained 
on deposit to the credit of the United Nations in the State Bank in 
Moseow. In January 1954, the U. N. sent a special representative 
to Moscow to negotiate the matter, and in March the Soviet Union 
notified the Secretary General of its willingness to permit use of the 
funds by all participating specialized agencies as determined by the 
Technical Assistance Board. 


% Soviet Summary in Vneshniala Torgovliaia, Moscow, 1954, No. 4, p. 11. For the U. N. record of the 
offer, see U. N. Economic and Social Council, Economic Commission for Asia and the Far, East. Offi 
records, 10th session, February 8-18, 1954 (U. N. Document E/CN.11/389, March 25, 1954). 

™ U. 8. News and World Report, March 9, 1956. 
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A further problem of using the funds remained, however, for the 
rubles were inconvertible and therefore could be spent only in the 
Soviet Union. This has recently been eased somewhat by Soviet 
agreement to make 25 percent of the rubles convertible for purposes 
of paying transportation and travel costs. 

As of April 1956, a total of $4,525,000 in rubles (at an exchange rate 
of 4 rubles to 1 dollar) had become available to the U. N. technical 
assistance program. In 1955, obligations amounted to only $202,715, 
which covered the cost of 2 coal experts in Burma (who have since 
completed their work and returned to the Soviet Union), 4 fellowships, 
2 study tours, and $56,250 worth of equipment. In addition, in 1955, 
$1,133,516 in equipment was ordered but not delivered by the end of 
the year. 

For 1956, projects have been approved which will utilize $3,159,500 
inrubles. These projects include $1,821,500 in equipment, 30 fellow- 
ships, 6 study tours, and 41 experts. Of the 41 experts, 30 were 

lanned for projects in India, of which 18 were to be employed at the 
Higher Institute of Technology in Bombay. Six experts were to 
work with the Indian Statistical Institute and one expert each on glass 
molds, power production, survey techniques, and chemical and allied 
products. ‘Two X-ray technicians are also planned. 

Other projects utilizing Soviet experts are planned in Afghanistan 
(2 male nurse tutors and 1 X-ray technician), and in Burma (4 experts 
in mineral resources development and 1 expert each in water resources 
development and building materials research). ‘Two experts are also 

lanned in connection with a regional study tour for Asia and the Far 
Bast on building materials. 

Of the total Czechoslovakian contribution of $208,332, obligations 
for equipment in 1955 amounted to $69,627; orders for equipment not 
delivered prior to December 31, 1955, totaled $86,715; and projects 
totaling $50,500 have been approved for 1956. These include 1 study 
tour and equipment valued at $25,500. 

Of the total Polish contribution of $300,000, obligations for equip- 
ment in 1955 were $19,955; orders for equipment not delivered prior to 
December 31, 1955, totaled $220,275; and projects totaling $48,500 
have been approved for 1956. This amount is entirely for equipment. 

Under the rules and procedures of the United Nations technical 
assistance program, no experts can be sent to a country or training 
grants awarded or equipment provided without the consent of the 
recipient country. The detail of obligations and commitments for 
ruble contributions follow:* 


#% U.S. Department of State. United Nations Program of Technical Assistance: Soviet Bloc contribu- 
tions. Washington, April 20, 1956. 
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Unitrep Nations ExpaANDED PrRoecRAM OF TECHNICAL ASSISTANCE 


Utilization of Soviet bloc contributions 
{Expressed in United States dollars} 




























AVAILABLE 
ee em eee td kena moose anheeuucen Gee $4, 000, 000 
I, Ihe! SNP), Se ats dS ALS SL ss dace idea denddemeioessiobobedddddebun 150, 000 
ee ae CS ik oe <cn dad naSbicnep notnaknnspacebuidendatuctaesh!ccbasddcasgoepenbd 375, 000 
es te i late hile side dh gern se hd devee bei ankcebhteucube +s neeneyeniedyan 4, 525, 000 
Czechoslovakia, 1954-56. watchs 208, 332 
Poland, 1953-56__....- - 300,000 
EN Dh, Ciiie ode Enc Sassi haga dGiod dp Aeahenantasatedina-p-abasecoses}ecdes hone 14, 706 
Pe Aidt eed rela Fad bvcbietcddtdarulincnestedewedendtdddudadedsdastbucdakiel 16, 667 
IN as atashe ics cece e a eet bacdbaeusabig ah bbebbdpeoee oa pecenlunpecthhs shar ess 5, 064, 705 
UTILIZATION 
Forward 
Obligated, | contractual 1956 
1955 commitments} approved Total 
as of Dec. program 
31, 19551 
tlt alee Asia Reta at tape tits $202,715 | ~ $1,133,516 | $3,159,500 | . $4,495, 731 
WOOO cio) oo Soda. c.. suk ssa cscd suis 69, 627 86, 715 , 500 , 842 
a. tenet aditeiiieidetinn Sahin + ogubebiers 19, 955 220, 275 48, 500 288, 730 
ONIN, oon op tsi ldistlicses- 292, 297 1, 440, 506 3, 258, 500 4, 991, 303 


1 These are orders placed in 1955 for equipment which had not been delivered by Dec. 31, 1955. They 
will be recorded as 1956 obligations if delivery is made in 1956. 


Ruble contributions (U. S. S. R., Byelorussian S. S. R., and Ukrainian S. S. R. 
I. PROJECT COSTS OBLIGATED IN 1955—-SUMMARY 
[Expressed in United States dollar equivalent] 





Recipient country UNTAA UNESCO Total 

DR bode de tubkeh cake bloboacctkbuskWobkedbdudeundasbesis OE GOO fii. Joocbce $6, 880 
eh J aclibimn wa cshnonbiice ohak bseresatn De inwuste coeeve 1, 900 
ERD ac RS a, PIN dd by chat Af. 81, 772 $15, 606 97, 378 
EE, cctt a ESE IS: So nln opndd sdwes vibe wuplnlawnbldawnaie BE GIS Te eo 8b 5i35 18, 473 
I ler Te dcanancearthine 
BIE, ok Sabh Lidknd ccdntuntdiscddcédésabotssecocukesce Bap OOO Posdeci cde takes 77, 384 

LIEN cLbcanraethebtogatoacubbinenaecekoninoadimpaenta 187, 109 15, 606 202, 715 


Il. FORWARD CONTRACTUAL COMMITMENTS AS OF DECEMBER 31, 1955—-SUMMARY 
[Expressed in United States dollar equivalent] 














Recipient country UNTAA WMO FAO Total 

RED, coco eee, Jasetcas LAO Bice. ele: $13, 934 
i iaséescnsee 9, 900 
ih 5 nies bike 709, 394 
indi msiesite si 88, 275 
IM iG di ddd ede bk abn ehbbauvnwkwadcate 30, 900 
Rein Atk ite lenis aiamehnicand aden oihiniak te ste 15, 362 
Pakistan__--._- Gohan yond cadence Sanetneeneue 201, 457 
TD nchvhicscscbsnbbiweaocad ieadinewdead 2, 204 
a a aad 62, 000 

inn iancnciade asians a caiictietniaicbens 1, 133, 516 
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Ruble contributions (U. S. 8. R., Byelorussian S. 8. R., and Ukrainian S. 8S. R.)— 
Continued 


III. 1956 PROGRAM—SUMMARY 
[Expressed in United States dollar equivalent 








Recipient country UNTAA| WMO FAO | UNESCO} WHO Total 
Dimemistan... ....cccccccccccndsstsdsus peso amet dese ee $100, 000 $155, 000 
 ansucosasasensesneanesanssnusuledsdnsineliaeeieienn etna S56, GIF lL seneennee 10, 000 
i cdswcedudadcnedgogececassdsesnslianseiaiaadianel DT tnwcncavecundliniaoeedad 60, 000 
DL bonccodessncdintebnebe ----] $61,000 | $150,000 |.......... 2,000 j....-..... 214, 000 
STs ensdchanihe-onsisimneshititeaiabiiiihtendinditiciade ieee eedinie Oy egies 250, 000 285, 000 
EL ntbcnbvcchepeucceapnediose aimectnesDaneabinasebenll , 000 86, 000 84, 000 205, 000 
TEE ccuccasngenseudasieabbdenntie daca pea eins , 000 35,000 |........-. 55, 000 

Hin SL ceeacnsnhatemeebeeswuedea hwccsia Gee lnesnenecee 10, 000 805, 000 150, 000 1, 436, 000 
POND, 0 ccnnguavsevwsewerossesucsus SE hnccnduccdiatcénddnisbasencmiaiensenanqumiad 10, 000 
i ncccssoodg cheb withedcocesepdbsbdilececacesateensseeausin FR Ee Sédacadawna 20, 000 
cn donsahonhundeseneendeaboahnnedtinndinhindalanmiiamnanians AE Snndowentied 10, 000 
Puickcsccsecececctnaccamacecspaseccgrecssoauetinsscesnnnnee PGE Tscccccvese 65, 000 
Pn duidansconsebecessbsccoewepaante eats tiated ea | eee 10, 000 
Bs 2 cannccsceccnvcusecscecenstsddebidelece Wenadeubediebeliacdy WE bidececeones 10, 000 
Dl cncdcudcncocsauscntpénkeangadedsteecusmaiius aden a eaunie EpGEe tecwsicedes 5, 000 
PERN cnc ccccccnccccsncccedébudedsspecceuslessisaubsoeua Se tb tcncsucéloansewcecn 20, 000 
en GE, FEO toccwwwownyatienvenvends 50, 500 
NED. « dadintnansthedeeabdnneddsipdbabinddnabes neil oaeaal BE Rintmonwesie 5, 000 
i hii nncndancddeidibbeubatwnuthbidinubilinmcbideialecduapaale GEE Fe ewccsce 5, 000 
Ei hinwercscredeowswernemuneeonbaninmumepimisnee nay eanusimainaianiin 5 110, 000 
IT. nnovtiniincwdne iccdieetnebuphsedawdbed ube deddedkals tf eee See 10, 000 
SED TORE, TOMIGRGL. consc0ncecds sone bncasecesalestncaseosiaces andns 35, 000 8, 000 43, 000 
Asia and Far East, regional........... 3BD, GED lecnccccccsfoceecsscoctuuwunmnuicaiaeacesbens 130, 000 
SOO, TOBWNA scccncssscoscsosiccucs 5G, G0 lenncccnccsl esasdrewsarhnunanmemnrnnsaneee 16, 000 
SPTORNOIRL. ..cuncgaqgoesasencesyiusalceaatncccalsnyenpeaas SED 608) newewownsinoneyeasns 220, 000 

OBE cccdasadcoassusccsechsnped 688, 000 150,000 | 515, 500 1, 214,000 | 592,000 3, 159, 500 
Czechoslovakian contribution 
I, PROJECT COSTS OBLIGATED IN 1955—-SUMMARY 
{Expressed in United States dollar equivalent] 
Recipient country WHO UNESCO FAO Total 
i scncp bidet bihunenbhmunauauban ip tadahene’ DR Dikcttiectriincs etaeneinancdel $4, 300 
EER HS SAE ee i GGT Pacsisckcacted 2, 477 
Gn ipswns nds dus~ndseieaceiaedematnbeeie Sb FOP Wesincie cutetunsbonanewibnaa 769 
I hark oiiw dibs wii oad Gunn dote MaerNS ana awa oan | =) eee 15, 814 
Pa cnconicnss cnsannccvcesecscocenasneceegeleséucnensentuelsapbieaaenees $43, 267 43, 267 
BE os cnccumimnunincietimanmmaaning 8, 069 18, 291 43, 267 69, 627 


Il. FORWARD CONTRACTUAL COMMITMENTS AS OF DEC. 31, 1955—-SUMMARY 
[Expressed in United States dollar equivalent] 


Recipient country WHO UNTAA FAO Total 
TIN. cil oils pb abanenemmdadaeaneonaete DRED Sirewnivwcciaiednivesssednenn $1, 030 
Sa scuaiidcuac sink incendacigebia mildeweaannin amainmcanaieaae \ | See 4,019 
EN aisentsddunconcanaanhsnkudecanunscumel bekbesedweanas Rneieeanonas $81, 666 81, 666 
GE wiincicdscimpnttiacanesibaasieaee 1, 030 4,019 81, 666 86, 715 


III. 1956 PROJEOTS—SUMMARY 
[Expressed in United States dollar equivalent] 








Recipient country FAO UNESCO WHO Total 
Sas sistiasdicicieinmatinigiiaesdtaimeiliseuidsiitmteta ennai GE Eiiicuntineiceteninaesaciaeeil $5, 000 
Da abacakhdnpcnacuh ay minemeaiianeancsiael Sy idcnatdtnnnnaiieieeicnmmained 5, 000 
I jicecin nin urchin Rois unin nine chines eem teaginss Nisei lesan ein alae $5, 500 5, 500 
EEE EIA LEELA SS, PCIE ET ET SED Se intinicietanin’ 10, 000 
IIE sins sannsicoastcich wachiniienatcagaabdinadiaaianard EE Eigtindutéundnclicsdskebicaal 25, 000 
TRIN: Sdcedéwenssbesibegnemneseainenneniae 35, 000 10, 000 5, 500 50, 500 
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Polish contribution 
I. PROJECT COSTS OBLIGATED IN 1955 





[Expressed in United States dollar equivalent] 


Regional projects and country undesignated: FAO—Purchase of farm machinery and other 
equipment (detailed breakdown by country not available) -_..........--.....-.--.-.-.----..-- $19, 955 


Il. FORWARD CONTRACTUAL COMMITMENTS AS OF DEC. 31, 1955-SUMMARY 
[Expressed in United States dollar equivalent] 





Recipient country UNTAA | FAO | Total 





| 











ee ae $50, 100 |........-.- aaa $50, 100 
Countries undesignated_._..........---.-2----2...- |-WU0.S7h...n0-~=} $170, 175 170, 175 
ae cnietlindiaeaol | 50, 100 | 170, 175 | 220, 275 
III. 1956 PROJECTS—SUMMARY 
[Expressed in United States dollar equivalent] 
Recipient country FAO UNESCO Total 
$5, 000 
5,000 
5, 000 
9, 500 
5, 000 
ee a ee ee ee debate lt Unticabenutisonase 4, 000 
Se CEE DEINE oe cal weamecctececowacne I anki ht cacti 15, 000 
es ee aT ee See ae ee 43, 500 5, 000 48, 500 
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FOREWORD 


In its report to the Senate last May (S. Rept. 1956), the Subcom- 
mittee on Technical Assistance Programs listed Africa as one of the 
subjects to which it intended to give particular attention during the 
forthcoming year. Subsequently, members of the subcommittee and 
of its staff have made an on-the-spot survey of that continent, and 
other information has been accumulated from data available in Wash- 
ington. This other information is published herewith as the sub- 
committee’s Staff Study No. 8, ‘Development Programs in Africa 
South of the Sahara.”” This study was prepared in the Legislative 
Reference Service of the Library of Congress under the supervision 
of the subcommittee staff. It is intended to provide some of the 
basic background material needed for an appraise! of African economic 
problems, not only by the subcommittee but by other interested per- 
sons. The opinions expressed in the study do not necessarily reflect 
the views of the subcommittee or any of its members. 

Certainly, Africa is worthy of increased attention from the United 
States. It has some of the world’s greatest reserves of natural 
resources and some of the world’s most primitive societies. As was 
pointed out in the subcommittee’s Staff Study No. 7, “Soviet Tech- 
nical Assistance,” (July 12, 1956), Africa is also the target for in- 
creasing Communist efforts at economic penetration. 

The growing importance of Africa to the United States has recently 
been recognized by the State Department through action to establish a 
separate Bureau of African Affairs under a Deputy Assistant Secre- 
tary. This is a welcome development. 

All the signs indicate that Africa will offer an increasing challenge 
to the wisdom and statesmanship of the United States and of the 
Western European democracies which are responsible for colonial 
dependencies in that continent. It is none too soon to begin prepar- 
ing to meet that challenge. 





Mike MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 


NoOvEMBER 23, 1956. 
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DEVELOPMENT PROGRAMS IN AFRICA SOUTH OF 
THE SAHARA 


I. IntTRopvucTION 


The technological revolution now changing the face of the world is 
producing some of its most significant effects in certain of the under- 
developed areas. Among the most consequential of these effects are 
those which have been bringing the formerly ‘‘dark continent’’ of 
Africa, second largest of the continents, well within the sphere of con- 
temporary international relations and into the forefront of great. power 
strategic calculations. 


Sub-Saharan Africa in the contemporary world 


The rapidly increasing accessibility of the interior of Africa south 
of the Sahara and the awakening political consciousness of the more 
than 150 millions occupying the vast area between the Sahara and 
the Union of South Africa render that area of great and increasing 
importance to the nations of the free world for two prime reasons. In 
the first place, the African Continent has come to figure prominently in 
the security plans and strategic calculations of the great powers 
arrayed on either side in the world ideological contest. fii the second 
place, the attitude of the African peoples themselves at no distant time 
may have a direct bearing on the prospect of survival of free institu- 
tions. The orientation of these peoples during the formative stages 
of their social and political evolution, therefore, deserves the most care- 
ful consideration not only by the nations charged with responsibility 
for African dependencies but by the free world in general. This con- 
fideration is the more needful because of the growing interest of the 
Soviet Union and other members of the Communist bloc in establish- 
ign centers of influence in various parts of Africa. The diplomatic 
and trade missions coming from Soviet Russia, the satellites, and Red 
China, offers of economic aid for industrial development, the setting 
up of institutes within the Soviet sphere for the study of African 
languages, all bear witness to a realization in the Communist bloc of 
the growing importance of Africa in world affairs. 

Africa today is surging with political vitality as newly independent 
states emerge from conditions of tutelage to join the older nations of the 
world. Along the Mediterranean shores, where contacts with, Euro- 
pean peoples inevitably have exerted influence, Libya became an 
independent state and a member of the United Nations in 1952. 
Since the opening of the year 1956 three other countries, Morocco, 
Tunisia, and the Sudan, have become independent. More recently 
still, the Gold Coast, henceforth to be known as Ghana, has achieved 
independence within the British Commonwealth of Nations. Still 
other African nations are in the making. The old tribal systems are 
breaking up, sometimes creating temporary vacuums such as that 
which produced the Mau Mau uprising in Kenya. 
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A reservoir of natural resources 

The underlying economic transformation, also still in the earlier 
stages, is fundamental in nature and rests on solid foundations. 
Africa is the world’s largest unexploited reservoir of natural resources. 
It already leads in the production of industrial diamonds, gold, colum- 
bite, cobalt, beryllium, and certain phosphates; and it contributes an 
increasing proportion of the world’s copper, chrome, manganese, 
asbestos, uranium, tin, and graphite. There are considerable deposits 
of iron ore, and there are increasing indications of the presence of 
petroleum in scattered (mainly desert) areas. Projects for the control 
of the huge African rivers—the Congo, the Nile, the Niger, and the 
Zambezi—will lead to the supply of immense amounts of hydroelectric 
power. Resources of forest and soil are extensive. 

As working capital has become available and as technical knowl- 
edge— multiplied through recently established technical and trades 
schools—is drawn upon, industries have sprung up and urban centers 
have arisen. The most striking changes along these lines have been 
taking place south of the Sahara and above the boundary of the Union 
of South Africa. In this vast area, almost three times the size of the 
continental United States, there still remain a number of dependencies 
under varying forms of control by Great Britain, France, Belgium, 
Portugal, and Italy —nations that played leading roles in the partition- 
ing of the continent in the late 18th and early 19th centuries. In 
its own way and in the light of its own circumstances, each of these 
European states has been engaged in the development of its dependent 
holdings. In some instances, metropolitan development plans have 
been accompanied by arrangements calculated to improve living 
standards of the native populations; in other instances little initiative 
has been taken in this direction. In all of the sub-Saharan territories, 
however, social changes affecting African populations have everywhere 
accompanied territorial development programs. Depending largely 
upon the rate of social evolution, these changes in turn will inevitably 
bring about changes in government at some near or distant period. 


African interests of the United States 

In late years the United States has manifested an interest in African 
development plans and a willingness, if called upon, to contribute to 
the upbuilding of underdeveloped areas through either technical 
assistance or economic aid, or both. As applied to the dependent 
territories in sub-Saharan Africa, United States aid ordinarily has 
been supplementary to the development programs of the metropolitan 
countries and has consisted of relatively small and specific under- 
takings. 

Such American assistance as the African dependencies received 
during the earlier stages of their postwar development plans originated 
in United States aid to Western European allies and was made avail- 
able in the form of counterpart funds. Some direct dollar aid was 
provided from the special reserve fund set aside by the Economic 
Cooperation Administration for the development of overseas terri- 
tories. As of March 31, 1956, the International Cooperation Admin- 
istration and its predecessor agencies had made available to the sub- 
Saharan African dependencies in technical assistance and development 
aid something more than $173 million, not including grants from the 
special reserve fund. This assistance was supplied in the belief that 
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the United States could make its most effective contribution to de- 
pendent areas along lines in which the metropole often is weakest— 
possibly in agricultural methods and techniques or in vocational 
education. Such assistance also has been regarded as a means of 
making colonial populations aware of the interest of the United States 
in their welfare.! 


The African setting 


Although Africa is no longer the “dark continent,” little is yet 
known in detail by the outer world concerning many sections of the 
great land mass. The coastlines of the continent are regular, for the 
most part, and good harbors are few. Most of the African interior 
is an elevated plateau and the few large rivers, breaking through the 
plateau rim in series of falls and rapids, do not provide routes of ready 
access into the continent. Along the extensive tropical and sub- 
tropical coastal areas are dense forests and swamps in the rain belt, 
and barren desert-like tracts elsewhere, as in southwest Africa or 
along the Somali coasts. Large lakes, flanked by high mountains, 
occupy considerable portions of the great Rift Valley extending from 
Mozambique to Ethiopia. Yet the most characteristic African 
terrain south of the Sahara is the “bush country,” thorny scrub cover- 
ing vast stretches of land too arid for agriculture. 

The climate of sub-Saharan Africa is generally hot except where 
elevated portions of the plateau and mountain uplands temper the 
daytime heat. Middle Africa has two seasons: one rainy, one dry. 
Where precipitation is heavy are rain forests; where it is slight or non- 
existent over considerable periods are deserts. Even rain is not an 
ae blessing when it falls in torrents to carry away the best of 
the soil. 

Thus, Africa is a land of contrasts. While some sections remain 
primitive and largely unaffected by the hand of civilized man, others 
are becoming thoroughly modernized with thriving farmlands and 
large cities equipped with hospitals, schools, and universities. Even 
in the more productive areas, however, great extremes often exist in 
the social structure. Here the symptoms of overpopulation and labor 
unemployment are likely to be most acute and here are likely to be 
some of the most troublesome foci of unrest and political discontent. 
With all of the promise held by development programs in the sub- 
Saharan territories, much still must be accomplished in the harmoniz- 
ing of the relations of the European and African elements of territorial 
populations before either dependent or independent Africa will have 
been secured to the free world. 


II. INDEPENDENT STATES 
A. ETHIOPIA 


Factors shaping contemporary Ethiopia 

Ethiopia is an underdeveloped but not a notably poor country. Its 
present developmental needs and problems are the result of centuries 
of isolation from the outer world, of climatic, topographical and cul- 
tural diversity, and of longstanding political disunity rather than being 


184th Cong., 2d sess., Mutual Security Act of 1956, H. Rept. No, 2213, p. 20, 
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attributable to any absence of essential natural resources. The 
Italian occupation after the conquest of 1935 brought the capital 
city of Addis Ababa and parts of the temperate central plateau 
region into contact with European methods oa institutions, yet owing 
to the most complete absence of interior lines of communication the 
stimuli accompanying the brief period of Italian rule and the subse- 

uent British military occupation were only local in influence; most of 

e country, especially the outlying provinces, remained largely 
unaffected. Generally speaking, therefore, down to the present, 
Ethiopia has continued to consist mainly of a loosely organized group 
of folk societies, almost destitute of urban centers, with life based on 
subsistence agriculture. 

In such an environment, the presence in various localities of 
potentially rich natural resources has taken on significance only as 
foreign influences, coupled with impulses from the throne, have 
brought Ethiopia in touch with the outer world. Much of the 
country’s recent development is due, in fact, to the circumstance 
that here, in the absence of any manifest dissatisfaction with con- 
ditions of life, an absolutist, divine-right monarchical regime is pre- 
occupied with the task of improving economical and cultural standards, 

Because of close association with representatives of Great Britain 
during much of World War II, Emperor Haile Selassie has continued 
to rely considerably on British counsel in the postwar period. He has 
found it expedient, however, to draw talent from numerous foreign 
sources. Among the members of his “bureaucratic Foreign Legion” 
are Swedes, Yugoslavs, French, Italians, and Canadians, in addition 
to British and Americans. The last are the most numerous and 
probably the most influential. Americans help run the Ethiopian 
Airlines, train segments of the Ethiopian Army, conduct agricultural 
experiment and demonstration stations, staff the agricultural college, 
and advise in the state bank, the Foreign Office, the Ministry of 
Finance, and the Ministry of Commerce and Industries.’ 

The principal handicap to the Emperor’s modernization efforts is 
the dearth of Ethiopians sufficiently trained to assume administrative 
charge of important aspects of the developmental program. Further, 
there is widespread inertia and resistance to change. This situation 
has a direct bearing on both plans and operations of the United States 
technical assistance program in Ethiopia. 


United States interest in Ethiopia 

Following the relinquishment of British control and the federation 
of Eritrea with Ethiopia (1952), the United States undertook the task 
of working out a point 4 program with the country. A basic agree- 
ment for the purpose was signed on June 16, 1951. Most of the 
program agreements were drawn up in the following year. The 
general objectives of the program * were defined as (1) the improve- 
ment of the production of food and other agricultural products by 
training the Ethiopian farmer in basic agriculture; (2) the improve- 
ment of the production, processing and marketing of agricultural 
products; (3) the expansion, improvement, and adaptation of the 
educational system to Ethopian needs; (4) the development of 
skilled group of indigenous technicians and subprofessionals through 

2U.S. News & World Report, vol. 38 (Apr. 8, 1955) pp. 101-102; Christine Sandford, The Lion of Judah 
Hath Prevailed (London, 1955), pp. 160-161. 


3 Except for a small military program, United States aid to Ethiopia thus far has been confined to tech- 
nical assistance projects. 
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a program of technical education and training; (5) the exploration of 
water resources; (6) the training of a personnel corps for a new public 
health program; (7) the introduction of more effective industrial 
methods; (8) the training of personnel for Government work; and— 
not least—(9) the devising of means through which Ethiopians might 
function in the fields thus outlined.* 

Under this arrangement, some 33 specific projects were mapped out 
By the terms of the projects agreements, the International Coopera- 
tion Administration and its predecessors have provided technicians 
training awards, demonstration equipment, and the like, at several 
training centers. The projects have been financed in part through a 
joint United States-Ethiopian account, in which Ethiopian deposits 
have exceeded those of the United States. Among the projects set 
up under the technical assistance program are agricultural schools 
and demonstration centers, teacher training institutes, water re- 
sources surveys, arts and crafts centers, a variety of health advisory 
services, aviation advisory and training services, a fisheries survey, 
and public administration training.® 

Supplementing the technical assistance program have been some 
other forms of aid. The Export-Import Bank, for example, announced 
in October 1955, its purpose of establishing a $24 million credit in 
Ethiopia’s favor for the development of commercial airfields and 
aviation facilities in the country.’ 

In recent years, partly owing to a boom in coffee, Ethiopia has 
generally enjoyed a favorable balance of payments position and has 
been able to build up reserves of United States dollars to promote 
development and repay bank loans. The need to meet dollar-loan 
obligations has been responsible in part for the gradual shift of 
Ethiopia’s reserves from sterling holdings to United States or Canadian 
dollars. During late years, 40 to 50 percent of foreign-exchange 
earnings have been in United States ddllare Although there is no 
longer an extraordinary demand for Ethiopian coffee, the country 
still enjoys a self-sufficient economy.® 


Current political orientation 

It is of some significance that, while Amharic is the official language 
among the several spoken tongues in Ethiopia, English is taught in 
the schools as the second language. The influence of English-speaking 


4 Economic Progress of Ethiopia (Addis Ababa, Ministry of Commerce and Industry, 1955), pp. 70-78. 
§ Contributions to the joint fund are as follows: 


Ethiopian contributions..__......- Seat ebasabeorenimanaercon Bde a5. Secoce iwntee $3, 708, 131 
Due and payable. .......-- wid ecb ih Abd ds ahéb Ses has) 6b kb ob 69-6 ED apiibeb 298, 120 
ee i Cee IE cet odin cont ccttedécectemnkenttesens cia 3, 385, 000 


Due arid PAHMDS. Fosse as WU. ass ss st DO 


United States joint fund contributions do not include United States expenditures for technicians and for 
supplies bought and paid for in the United States, etc., and therefore represent about one-third of total 
United States contributions which are as follows: 


Total United States technical assistance to Ethiopia 


Dollars 
(in millions) 








0.8 

53. 1.3 
954. 2.6 
BOG 6555 sg ede b ng bob iden sédabied<Sappsoido giles di débseh his EEb a dbb abba adh 4.1 
BOE cdccsccsnnncghceggsd yatceactasbosets pened Sieend Es ceusanddchwesthetestenanibe ates 3.0 
DUEL. cccwdinecisichivncytacecigecetépeateslestdsbacssiaydaascelne wcccccccccecsc-. coueeewsowes 11.8 


* U.S. A. Operations Mission to Ethopia (Feb. 13, 1956), attachment No. 6, 
7 The Department of State Bulletin, vol. 34 (Apr. 9, 1956), pp. 597-598, 


® In settlement of Ethiopia’s original claim against Italy of $518 million for losses in war, it is announced 
that Italy will pay approximately $16 million. This still is a substantial sum in Ethiopean terms where the 
annual budget does not exceed $50 million; Christian Science Monitor, April 20, 1956. 
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peoples is not entirely without challenge, however. The Soviet Union 
maintains in Addis Ababa a complete information service under the 
direction of a well-staffed Embassy. Possibly more productive of 
lasting good will is a Soviet-operated hospital which offers free care 
and nursing instruction to villagers. Those benefited may, not un- 
naturally, become disseminators of Commuuist influence among an 
unsophisticated people. 

On the basis of evidence presently available, it would appear that 
influences emanating from the Soviet bloc have made little headway in 
Ethiopia. The royal family, still the main source of authority and 
hence the architect of political attitudes and relationships, is definitely 
oriented toward the West. 

B. LIBERIA 
General background 


Whereas in Ethiopia the good offices of the British Government 
paved the way toward the development program now in progress, 
the United States has manifested considerable interest in Liberia ever 
since some freed Negro slaves returned from America and settled on 
the Liberian coast more than a century ago. Without American help, 
both public and private, it is uncertain that the little republic set up 
at Monrovia in 1847 would have survived. 

Although some educational activities have been carried on in Liberia 
by American mission societies since the founding of the State, the 
greater part of the population still remains illiterate. Approximately 
80 percent are engaged in a primitive kind of agricultural economy.® 
The descendants of the original American settlers plus a somewhat 
larger number of ‘‘assimilated’”’ natives dominate the Government 
which maintains only an indirect rule, through tribal chiefs, in the 
hinterland. 


Foreign assistance and economic development 


Prior to World War LI, the principal economic influence was that 
of the Firestone Tire & Rubber Co., which entered Liberia in a large 
way in 1926. The war itself was responsible for additional impulses. 
The port of Monrovia, for example, was constructed under a lend-lease 
agreement. It is still administered by an American concern, and is 
available as a naval base in the event of future war. An airport, 
Roberts Field, was constructed under a 1942 defense areas agreement 
and is now being operated by Pan American World Airways. 

United States Government aid, which has been confined to technical 
assistance, began on an important scale in 1950 when a 5-year develop- 
ment program was mapped out by United States and Liberian offi 
cials. Under this agreement, which called for the cooperative expendi- 
ture of $32,500,000, Liberia was to appropriate a minimum of 20 
percent of its current annual revenue toward the implementation of 
the program. The plan since has been extended for an additional 4 
years and total expenditures are expected to reach $74 million. Both 
the original and the extended program apply to the development of 
roads, railroads, power facilities, water control, health, education, agri- 
culture, forestry, fisheries, and public administration.’ 

*U. 8. Department of Commerce, World Trade Information Service, pt. I, Nos. 55-58, Basic Data on 
the Economy of Liberia, p. 1; Leonard Ingalls in the New York Times, January 14, 1956. 
© Basil C. Rhodes, Liberia’s Efforts Toward Economic Improvement, in the Foreign Commerce 


Weekly, May 12, 1952, p. 26; Republic of Liberia, Bureau of Information, Liberia: Lone Star Republic of 
Africa (Calcutta, India, 1954), p. 14. 
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Inasmuch as there appears to be a limit to Liberia’s ability to 
absorb some forms of assistance and guidance owing to a shortage of 
trained personnel, educational activities have a special significance 
for the future of the country. A noteworthy event in 1955 was the 
commencement of the technical assistance program’s 25-year develop- 
ment of the Booker T. Washington Institute at Kakata in the central 
province with technical assistance in vocational training from a group 
of teachers from the Prairie View Agricultural and Mechanical 
College of Texas." 

As of June 30, 1955, the Export-Import Bank had authorized loans 
to Liberia amounting to $25,350,000. Of this amount $6,500,000 had 
been utilized, with $18,850,000 remaining in reserve. Liberia has 
repaid $4,194,000 on principal and $657,000 in interest. By the same 
date, United States technical assistance appropriations had amounted 
nearly to $5,700,000. Of this sum, $1,600,000 remained as an unex- 
pended balance. The request for fiscal 1946 amounted to $1,800,000, 
and a like sum is programmed for fiscal 1957.2 The cumulative 
figures for the period April 3, 1948—December 31, 1955, shows obliga- 
tions of $6,038,000 and expenditures of $5,010,000 for the technical 
cooperation program." During the first 3% years of the 5-year devel- 
opment program, the Liberian Government contributed nearly half 
of the total amount expended in behalf of the joint development 
program.'* 

During the Korean war, Liberia purchased merchant ships valued 
at $698,000, a step implemented by an American loan. By June 30, 
1955, Liberia had repaid $291,000 on the principal of the loan, together 
with $90,000 in interest. 


United Nations assistance 


In comparison with the United States contribution to Liberia’s 
development needs, the United Nations expanded program of technical 
assistance has been modest. Multilateral assistance from this source 
amounted to $87,802 in 1950-51, $302,607 in 1952, $268,950 in 1953, 
and $206,012 in 1954—a total of $865,461. Liberia’s contribution to 
this phase of development in the same period amounted to $47,000. 
The approved United Nations contribution for 1956 is $257,386." 


Business investments 


The principal impetus to the economic development of Liberia has 
come from private business investment. While the exact amount of 
private foreign capital thus far invested has not been accurately 
determined, it is estimated that United States private investment in 
the country increased from some $46 million in 1949 to about $236 
million in 1954. The Firestone stake alone amounts to about $75 
million. Firestone holds a 1-million acre concession under a 99-year 
contract and employs between 25,000 and 30,000 native workers. Its 
annual production of rubber (1955) exceeds 75 million pounds, the 
annual goal by 1960 being 100 million pounds." 


1! Department of State, Annual Economic Review, Liberia, 1955: Foreign Service Dispatch 876.00/5-2-56 
2 U.S. Department of Commerce, Office of Business Economics, Foreign Grants and Credits by the 
United States Government (October 1955) table 5, pp. 5-47; International Cooperation Administration, 
eer hon te summary sheet; the mutual security program, fiscal year 1957, a summary presentation 
pril 1956), p. 74. 
ion International Cooperation Administration, Operations Report: Issue No. 2, data as of December 31, 
955, p. 44. 
14 Embassy of Liberia in the United States, Liberia: Economic Development (pamphlet, 1954), p. 22. 
15 Mutual Security Appropriations for 1956, op. cit., pp. 556-559; House of Representatives, 84th Cong., 
2d sess., hearings on H. R. 10082, Mutual Security Act of 1956, p. 579. 
16 Nation’s Business (August 1955), p. 66, cf., The Firestone Plantations Company, Liberia and Firestone 
(Akron, Ohio, ca. 1952). 
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During 1955 the B. F. Goodrich Co. completed plans for a rubber 
plantation in Liberia to rival that of Firestone. The present Goodrich 
concession embraces 600,000 acres and extends for 80 years. Sub- 
stantial returns from this source are anticipated after 1967. 

The second largest type of private foreign investment is in iron. 
The Liberia Mining Co., controlled since 1949 by Republic Steel, was 
originally capitalized at $1,200,000. Through earnings and new 
investment this has grown to $4,500,000.. The Bomi Hills ore deposits 
are believed to hold about 35 million tons of 68 percent pure ore and 
additional quantities of lesser richness. Some 1,800,000 tons of ore 
were mined in 1955, with the output rising. 

Recent exploration for iron and other minerals in the Putu Hills 
by the Liberian American Minerals Co., a United States-Canadian 
concern, gives considerable promise. ‘Total Liberian iron reserves 
now are estimated at 300 million tons. As for other minerals, there 
are indications of commercial quantities of bauxite, tantalite, corun- 
dum, manganese, copper, lead, and uranium.” 

Palm products ranked third among Liberian exports in 1955. 
Coffee production, a major export before World War IT, has declined 
since. Other products worthy of note, however, include timber, fruit 
(bananas), and cacao, with nationals of European and Middle Eastern 
countries engaged in their production and export."* 

These relatively large-scale private foreign enterprises have been 
encouraged by the Liberian Government in various practical ways, 
such as long-term concessions, partial exemption from taxes, and 
complete freedom of movement of foreign currencies into or out of 
the country. There is a fixed ceiling of 25 percent on the taxable 
income of established corporations. 


Church and private gifis 


The building and staffing of numerous schools and hospitals has 
been facilitated by contributions from both religious and secular 
sources. The extent of aid of this nature can be gaged by the fact 
that the Liberian Government operates only slightly more than half 
of the 800 schools in the country. It is a legal requirement that each 
missionary organization establish and maintain an educational insti- 
tution at the elementary, secondary, or college level.’ 

A $325,000 institute of tropical medicine was set up in 1952, 
largely at the instance of Harvey S. Firestone, Jr. Cooperating, 
however, were more than 50 United States business firms, 22 United 
States medical schools, the American Foundation for Tropical Medi- 
cine, and the Liberian Government.” 


While the effect of foreign assistance on the Liberian economy has 
been considerable, it is doubtful that benefits from the various aid 
rograms have yet reached the great majority of Afro-Liberians. 
igures representing the country’s economic growth, nevertheless, are 
impressive. Total Liberian exports increased from $2.7 million in 
1939 to $42.8 million in 1955. In 1940 Liberia imported goods to the 
value of $3 million; in 1955 to the value of more than $26 million. 
The total volume of foreign trade in 1955 was $68.8 million. Leading 


Ww Ln 8S. Department of Commerce, World Trade Information Service, Economic Reports. Basic Data, 
op. cit., p. 7. 

18 The Christian Science Monitor, May 21, 1955; the New York Herald Tribune, May 4, 1953, 

18 United Nations Review, December 1954, p. 17. 

2 Embassy of Liberia in the United States, Liberia, op. cit., p. 11, 
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articipants in this volume of business were (in order) the United 
Btates, Great Britain, the Netherlands, and West Germany. 


External influences 


Being proud of its inclusion in the United Nations, Liberia invited 
all other members of that organization to be represented at the presi- 
dential inauguration ceremonies on January’ 2, 1956. The Soviet 
Union, which had overlooked the previous inauguration in 1952, was 
impressively represented in this instance and employed the occasion 
not only to proffer Soviet technical and economic assistance but also 
to propose an exchange of diplomatic representatives. These proposals 
were taken under advisement.” The Liberian authorities are aware 
that a Soviet. diplomatic post in their midst might become the nerve 
center for a sphere of Communist influence in West Africa where the 
Gold Coast and Nigeria are approaching political independence. 

Meanwhile, as they gain in political maturity, Liberians are becom- 
ing sensitive to their economic dependence on the United States and 
to charges that the latter has adopted a paternal attitude toward its 
African protege.” 


Ill. Frencu Sus-SaAHARAN DEPENDENCIES 


Postwar France has experienced many difficulties in the administra- 
tion of its overseas dependent territories. These difficulties are trace- 
able to a variety of causes, some being due to the consequences of war, 
some to the ferment of nationalism, some to problems in colonial 
administration—this last being largely a reflection of political and 
economic troubles in postwar France. The French Republic, never- 
theless, has dispiayed considerable interest in and concern for its 
underdeveloped dependencies and has manifested considerable skill in 
raising the level of life in the territories in Africa south of the Sahara. 

The sub-Saharan territories under French control are both vast in 
area and diverse in character. The challenge to French trusteeship 
represented here embraces all of the intermediate cultural and eco- 
nomic stages between the dry and torrid upland wastes of Mauretania 
and the French Sudan and the humid and torrid forested areas of the 
Atlantic lowland rain belt. In these wide spaces are found substan- 
tially all of the problems of tropical development the world over. 

France in recent years has been unable to afford long-range and 
costly development programs for its colonies on a purely benevolent 
basis. Development plans have had to take into consideration the 
needs and welfare of the home country as well as the needs and 
potentialities of the dependent territories. In the final analysis, 
consequently, development plans have represented the French inter- 
pretation of mutual interests, which is neither colonial exploitation 
nor purely altruistic regard for the welfare of the dependent 
populations. 

In the territories comprising French West Africa and French Equa- 
torial Africa, France has made a good showing in ways of developing 
tropical holdings. To a small extent the methods applied here have 
been worked out in conjunction with other European colonial powers. 
In November 1945 France and Great Britain entered into collabora- 


41 Ingalls, op. cit., pp. 1, 3, 10. 
Cf. Emma Harrison in the New York Times, October 29, 1954; Thomas Hodgkin, Tubman’s Liberia, 
in the Spectator, June 19, 1953. 
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tion for the development of their West African holdings. In 1947 
Belgium joined the consortium. In January 1950 a Commission for 
Technical Cooperation in Africa South of the Sahara was formed in 
Paris with membership extended to Belgium, Portugal, Southern 
Rhodesia, the Union of South Africa, and the United Kingdom in 
addition to France. A permanent secretariat was created in 1952, its 
functions being those of liaison, consultation, and the gathering and 
transmission of information. The organization of these activities, 
together with the establishment of an African scientific council, was 
completed in 1953 as a scheme for technical aid on a cooperative basis.” 


French colonial development agencies 


Public development plans for the sub-Saharan dependencies involve 
two governmental functional and operational establishments. One 
the Fond de Développement Economique et Social (FIDES), is fed 
both by French Government grants and by contributions from the 
territories themselves, the amounts being fixed each year. In prin- 
ciple, the metropole assumes responsibility for all research, two-thirds 
of the cost of social betterment, and one-half of the cost of economic 
development. The remainder is to be supplied by the territories. In 
practice, however, the French Treasury has supplied the colonies with 
the major portion of their share in the form of long-term loans at a 
nominal rate of interest. Public development plans thus are financed 
almost wholly by the metropolitan country through grants supple- 
mented by loans. 

The Caisse Centrale de la France d’Outre-Mer (CCFOM) is the 
second element in the financing of development programs. Intrinsi- 
cally, this is a banking institution responsible primarily for managing 
the FIDES accounts. Its operating funds are provided by periodic 
treasury advances which are employed in long-term loans to the 
territories or in short-, medium-, or long-term loans to public, semi- 
public, or private companies operating in the territories. 

Local capital markets in the territories are almost nonexistent, 
Savings of the local populations have been very small, and the reserves 
accumulated by private companies of the European type either have 
been transferred abroad or have been plowed back into augmented 
operations. 


Aid from external sources 


In the dependent territories of French Africa considerable sums have 
been applied in the form of development assistance. United States 
aid to French Africa during the ECA period amounted to not less 
than $365 million (prior to March 31, 1956), mostly in the form of 
dollar procurement authorizations.“ This form of aid, supplied in 
response to the desire of the metropolitan country, has consisted 

rincipally in making available the services of experts as advisers to 
ocal administrators and technicians within the territories. 

A similar type of technical assistance from the United Nations to 
French wits Salinas territories amounts to about $23,000 a year. 
For the 2-year period, 1954-55, it totaled $46,893. 

The International Bank for Reconstruction and Development also 
has contributed to the development of the French territories south of 

% La Documentation Francaise: Notes et Etudes Documentairés: L’assistance technique aux pays in- 
a, developée, No. 1930 (Paris, October 7, 1954), p. 16 


figures also include any aid supplied to certain French island dependencies: New Caledonia, 
Guadeloupe, St. Pierre, etc. 
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the Sahara. For loans to dependent territories, the bank requires 
certain guaranties by the metropole, inasmuch as such territories 
are not members of the bank in their own right. Exchange controls 
which have a bearing on the flow of capital into and out of such 
territories, generally speaking, are based on legislation in force in the 
metropolitan country, subject to modification on the basis of local 
laws and circumstances. 


A. FRENCH WEST AFRICA 


Taken altogether, French West Africa—a colonial federation 
embracing Senegal (with the French Sudan and Mauretania), French 
Guinea, Upper Volta, Niger, Dahomey, and Ivory Coast—has exten- 
sive resources, It is a prime producer of vegetable oils, derived mainly 
from groundnuts and certain types of palm. Some areas also produce 
cotton, bananas, coffee, cacao, and valuable timber. Mineral output 
is consequential, especially in Guinea and Mauretania. 

Development programs 

Under the first 10-year plan, launched in 1947, the equivalent of 
$271 million was earmarked for investment in West Africa. Of 
this amount 20 percent was assigned to non-revenue-earning invest- 
ment in general administration, education, health, and research. 
Sixty-three percent was allocated to basic equipment such as transport 
and communications—roads, railways, waterways, electric power, 
water supply, and the economic and social development of native 
communities. Investment in the productive sector—agriculture, 
animal husbandry, forestry, fisheries, minerals, industry, trade and 
finance—was to receive 17 percent. ’ Actual procedure on this basis 
over a period of 6 years disclosed certain shortcomings, which pre- 
sumably have been corrected in a partial reorientation of the plan in 
1953. 

More recently the French Government announced a revised de- 
velopment program amounting to $200 million for both French West 
and French Equatorial Africa for the period 1954-57. 

The industrialization of French West Africa began, on a planned 
basis, in 1939. The main objective has been to mechanize industry 
only so far as is warranted by the need of processing the produce of 
the country for local, West African or metropolitan markets. 

Experience gained during the operation of the 10-year plan indicated 
the desirability and practical necessity of entrusting the management 
and operation of some kinds of undertakings to private enterprise. 
Presently there are numerous companies engaged in various types of 
production. State and private enterprise frequently are closely asso- 
ciated: for example, the Régie Industrielle de la Cellulose Coloniale 
is engaged in research the results of which are available to private 
interests. Railways are the exclusive concern of the public adminis- 
tration, but other forms of transport are in the hands of private 
corporations. 


Trends in Social Conditions and Relationships 


While it is true that, under the existing development plan, the im- 
provement of French West Africa is directed by and primarily in the 
interest of metropolitan France, the latter has taken pains to develop 
rather than to exploit. The High Commissioner and Governor 
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General of the Territory, for example, has described the area of his 
responsibility as “‘an immense oasis’ in the present agitated world. 
Interests of the meiropole, he said, must progress side by side with 
those of native Africa, since they can not coexist apart.” 

Under a regime so dedicated, Europeans and Africans appear to 
have no difficulty in living in close association. Yet the pattern of 
social and cultural life indubitably is French. Schools, hospitals, 
elementary instruction in hygiene, new types of building construction 
for native housing, and types of industry are all changing the life of the 
indigenous populations in fundamental ways and thus far without 
giving rise to significant forms of popular unrest, Yet it is difficult 
to forecast the degree of willingness of the native population to con- 
tinue to have their lives and institutions ihaced by metropolitan 
France in view of the ferment in other parts of West Africa heretofore 
under European control. 




















B. FRENCH EQUATORIAL AFRICA 


French territories in Equatorial Africa have to contend with numer- 
ous special problems. Consisting of the four territories of Gabon, 
Middle Congo, Chad, and Ubangi-Shari, French Equatorial Africa is 
dominated by a huge, unhealthy, tropical forest, circumscribed by a 
belt of agricultural lands in the Upper Congo which, in turn, merges 
into pastoral steppes bordering on desert. The forest zone contains 
most of the economic resources of the territory in the form of rubber, 
timber, and gums and represents the most difficult problems from the 
point of view of improvement of underdeveloped peoples. 

For a good many years after its acquisition by France in the late 
19th century, Equatorial Africa remained in a state of economic stag- 
nation. Its population was underfed and disease ridden, its resources 
were disastrously exploited by European concessionaires, its finances 
were moribund, The 10-year development plan adopted in 1949 for 
its improvement necessarily placed emphasis on the construction of 
roads and communications as a first essential step in the way of 
progress. 

Owing to the necessity of taking emergency measures after 1950 to 
prevent the collapse of the colonial economy, funds needed for im- 
plementing the development plan had to be abbreviated. Progress 
toward a reasonable degree of economic self-sufficiency thus was sin- 
gularly slow. While the territory is known to possess substantial 
natural resources.in terms of forest products, agricultural lands and 
mineral deposits, both economic aid, and technical assistance on a 
considerable scale for years to come will be necessary for an adequate 
development of ports, roads, and river and rail transportation facili- 
ties. Only as these improvements are made can the standard of liv- 
ing of the bulk of the population be lifted appreciably through facili- 
ties for improvements in health, in education, and in culture. French 
Equatorial Africa thus presents a major challenge both to metropoli- 
tan France and to other nations of the West which have come to 
regard underdevelopment as a liability in a world torn between con- 
flicting ideologies. 




























% Annuaire Noria, p. 21: remarks of M. B. Cornut-Gentille, High Commissioner of the Republic in 
West Africa. 
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C, FRENCH EAST AFRICA 


Wholly detached from the vast structure of French West and Equa- 
torial Africa are scattered holdings in the East African area. These 
consist of the island of Madagascar, together with the now autonomous 
Comoro Islands archipelago, and French Somaliland. These terri- 
tories are underdeveloped in terms of any criteria applied elsewhere 
in Africa, but their locations and resources place them in the category 
of strategic positions rather than in that of territories suacupuble of 
any considerable degree of economic development on a self-supporting 
basis. 

Madagascar, one of earth’s largest islands, does possess some bases 
for economic improvement in soil and forest. Its predominantly 
mountainous character, dearth of rainfall, turbulent population and 
remoteness have conspired to give it a low priority among French 
colonial development projects, but some efforts have been made to 
bring the territory to a self-sustaining basis, particularly as to food- 
stulls. 

Most of the funds required for development projects have been 
supplied by the metropolitan government, mainly in the form of sub- 
sidies and loans channeled through the Caisse Centrale de la France 
d’Outre-Mer. Some of the funds supplied have been made available 
to semipublic and private concerns when their activities have appeared 
to contribute to the economic upbuilding of the territory. A sub- 
stantial portion of development funds have been allocated to basic 
equipment for the improvement of railways, ports, roads, and bridges, 
Attention has been given also to the increased production of. the 
traditional crops—tobacco, coffee, sugarcane, and vanilla beans. _Im- 
proved techniques in cattle raising are being tested in semiarid regions 
and the planting of cinchona trees for the production of quinine in the 
forest areas is being encouraged. Only light industry exists, consisting 
mainly of the processing of agricultural materials. 

The islands of the Comoro Archipelago, formerly under the super- 
vision of the French Governor-General in Madagascar, still are closely 
associated economically with the larger island. The economy of the 
Archipelago is entirely agricultural and its improvement, principally 
through soil conservation, for the production of vanilla beans, copra, 
sisal and tobacco, depends entirely on aid from the metropole. 

French Somaliland, on the Gulf of Aden, in no sense comprises an 
economic unit. The territory consists of a single port, Djibouti, and 
an arid hinterland. Its importance, other than strategic, derives from 
its position relative to Ethiopia, for which Djibouti is the principal 
door to the outer world. Because of its role in the mternational transit 
of goods, a special status has been assigned to the Djibouti franc, 
whose value is based on the United States dollar. This gives it ready 
convertibility. French Government concern with the economic de- 
velopment of this enclave has focused on the expansion and improve- 
ment of the port and the modernization of the Franco-Ethiopian 
Railway, the telecommunications system, and the motor roads. 


D. CONCLUDING OBSERVATIONS 


It continues to be a feature of United States policy to “work with 
other countries to insure that each free nation remains free, secure 
from external aggression and subversion, and able to develop a society 
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marked by human welfare, individual liberty, and a rising standard 
of living.” * This is interpreted in many instances to include de- 
pendent—that is, colonial—peoples. While sizable amounts of eco- 
nomic aid terminated with the ECA period, technical cooperation 
projects still were available to France by way of supplementing its own 
development. plans for the depeadent territories in Africa. Not much 
of this aid has been claimed. This may be due in part to a belief on the 
part of the Ministére de la France d’Outre-Mer that any form of assist- 
ance essential to the well-being of the dependent populations in Africa 
is provided for by the development schemes now being administered, 
It is possible, too, that French colonial authorities entertain a feeling 
that aid provided. through any but French channels may tend ever so 
slightly to dilute the influence of the metropole if not also to introduce 
ideas at variance with French policy with respect to the logical rate 
of evolution toward autonomy or eventual independence. 

At all events, it is true that, south of the Sahara, French pater- 
nalistic administration appears to be not only constructive in terms 
of economic and social improvement of the territories but also accept- 
able to the indigenous populations. Here the French Government is 
not confronted with the dilemma posed, in the territories along the 
Mediterranean littoral, by the presence and the special requirements 
of large numbers of French and other European colons. At the same 
time, it should be observed that some portions of the French sub- 
Saharan territories, severely handicapped by climate or scarcity of 
natural resources, do not give promise of development much beyond 
present levels on a self-supporting basis. Such areas, which are not 
confined to the French dependencies in Africa, can only disclose the 
practical limits of sealiheat tacivtanns as an adjunct of comprehensive 
development plans. 


IV. Beteatan Arrican TERRITORIES 


Under the Equator in the very heart of Africa, Belgian sovereignty 
extends over an expanse of 902,082 square miles, an area more than 
80 times the size of the home country and as large as the United States 
east of the Mississippi River. This, the Belgian Congo, is a land of 
vast economic potentialities, largely undeveloped and only partially 
surveyed. While it is already becoming a factor in global economy, 
it is a land of manifest destiny for the future and is rated accordingly 
by its Belgian administration.” 


United States interest 


In 1950 and 1951 loans totaling $17.9 million were made to the 
Belgian Congo by the Economic Cooperation Administration. The 
United States, with the approval of the Belgian authorities, has 
taken an unusual interest in this dependent territory. One source 
of interest is found in strategic considerations. Should the Medi- 
terranean-Suez route be blocked and bases in the Mediterranean 
area be unavailable at a critical time, the Congo in the hands of an 
allied NATO power might prove to be of vital importance. In this 
connection, it is worth noting that the Belgians are developing two 

% President Eisenhower to Congress, March 19, 1956. H. Doc. 358, 84th Cong., 2d sess. 


27 Belgian Minister of Colonies, on April 14, 1955, following the report of an American Study Mission to 
the Belgian Congo. 
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of the world’s largest airbases at Kamina and Kitona at well chosen 
sites in the Congo.” 

Fully as important, in all probability, are strategic resources of 
another nature. The Congo’s mineral reserves are such as to give it 
special and enduring significance in terms of industrial potentialities. 
Prominent among its minerals are copper, tin, gold, cobalt, lead, 
cadmium, tantalum, iron, zinc, tungsten, silver, and uranium. Of the 
last-named, the Congo is believed to possess half of the presently known 
reserves in the world. Congolese uranium ores played an important 

art in the early development of the atomic bomb. The territory 
is also a major source of copper and industrial diamonds. 

The dependency also possesses other valuable resources. Cotton 
is the chief agricultural and principal money crop. Palm oil, coffee, 
and rubber are noteworthy. Cacao, pyrethrum, ground nuts, corn, 
manioc, rice, and sugarcane further illustrate the diversity of the 
agricultural base as well as a considerable range in soils, temperature, 
and rainfall. Although the export value of minerals generally has 
exceeded that of all other commodities, the Belgian authorities prefer 
to regard the Congo as primarily an agricultural area, believing that 
the _— welfare of the native is linked up with the utilization of 
the soil. 

The Congo (together with Ruanda-Urundi) has the largest volume 
of foreign trade of the territories between the Sahara and the Limpopo. 
As is not unnatural, the metropolitan country ranks first in imports 
from and exports to the Congo. The United States holds second 
place. It supplies the dependency with a considerable part of its 
industrial and agricultural machinery and imports ores, minerals, 
and vegetable products.” 


United States technical assistance 


As has been suggested, direct United States assistance has been 
slight. To the end of 1955 total obligations for technical aid amounted 
to $138,000, with actual expenditures amounting to $31,000.” 

Most of the assistance given is comprised in the work of one tech- 
nical mission study. At the request of the Belgian Minister of 
Colonies, the Foreign Operations Administration dispatched a study 
mission (the Rand Mission) to the Congo in February 1955. This 
group, under the general direction of the United States Operations 
Mission in Brussels and with the personal guidance of the economic 
adviser to the Minister, devoted most of the month of February 1955 
to a field survey, concentrating on the lower Congo. The Belgian 
invitation was actuated by a desire to enlist specialized American 
talent in the shaping up of the later phases of the 10-year development 
plan which was inaugurated in 1950 and, specifically, to discover 
ways in which foreign capital might be induced to participate to a 
greater extent in the economic development of the Congo without 
impinging on Belgian sovereignty in the area. 

The mission was impressed with the extent of the power which 
could be obtained from hydroelectric plants on the lower Congo and 
considered the opportunities for industrial development in the area 
in terms of both light and heavy industry to be extensive. The 

28 See the New York Herald Tribune, October 23, 1955: Sec. 10, p. 6. 
2* Exports from the Congo to the United States (1954) amounted to the value of $63,295,000. This figure 
does not include the value of uranium ores, which is classified information. Congolese imports from the 


United States in the same year amounted to $88,926,000. See the Financial Times (London), May 9, 1955. 
© International Cooperation Administration, Operations Report (as of December 31, 1955), p. 44. 
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mission also looked with favor on further harbor development. It 
noted with satisfaction the measures already adopted for the proper 
housing and care of native labor and for the encouragement of foreign 
enterprise in the way of tax legislation and provisions for the con- 
vertibility of funds.** 


The Belgian Colonial Administration 


Having set out in the earlier years of this century to undo in the 
Congo the forms of exploitation of the natives practiced by conces- 
sionaire companies, the Belgian Government has attained high stand- 
ards in colonial administration. Concern for the welfare of the natives 
has not been wholly altruistic, however; it has derived in part from 
a belief that well-fed people are, for the most part, contented people; 
that, with European colonization strictly limited, the future of the 
Congo rests largely with the Congolese; and that the indefinite con- 
tinuation of Belgian sovereignty necessarily rests on partnership 
with the native groups.” 

Belgium’s long-range development program for the Congo for the 
period 1950-59 averages approximately $100 million a year, a rate of 
expenditure for development of approximately $8.50 per capita per 
annum. 

The educational scheme for the Congo has been fashioned around 
these concepts. The schools set up have been largely of the voca- 
tional type. Some train operatives for mining activities; others are 
devoted to the mechanics of transportation or office procedures and 
to research in vocational fields. Official undertakings in the interest 
of the native have been supplemented by corporate measures. The 
mining centers of the Union Miniere du Haut Katanga, for example, 
maintain modern, well-equipped hospitals, welfare centers, schools, 
churches, social centers, and commissaries. Other corporations have 
similar provisions. 

Belgian policy apparently envisages the eventual extension of self- 
governing privileges to the ‘Central “African area, but only on Belgian 
terms and at no premature stage in colonial evolution. Until recently, 
there have been no important signs of restiveness among the native 
Congolese. Growing material prosperity, coupled with the effects of 
education even on a vocational level, however, have produced some 
manifestations of the rise of groups of semi- intellectuals imbued with 
early stirrings of nationalistic spirit. Thus, while the Congo presents 
to the general view a spectacle of relatively quiet and peaceful growth 
in the center of an ine reasingly restless continent, it probably is not 
immune to the anticolonial impulses stirring elsewhere in Africa, 


V. Portuaurssrs AFRICA 
General background 


As a residual product of overseas enterprise in the early days of 
the modern era, Portugal possesses two large territories lying on 
opposite sides of the African continent— -Angola (Portuguese West 
Africa) and Mozambique (Portuguese East Afric a). Both are well 
endowed with economic potentialities. Although in theory they are 
parts of a single political entity as overseas provinces of Portugal, 

31 Foreign Operations Administration, Report of Study Mission on Industrial Development of the Lower 
(Belgian) Congo, February 28, 1955. 
8 Social Action in the Belgian Congo and Ruanda-Urundi (N. Y.) Belgian Government Information 


Center, 1954, pp. 16, 117-118; M, A. Buisseret, Belgian Minister of Colonies, in the New York Times, 
January 4, 1955, 
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their development thus far has been slow and uneven. . Portugal 
has been interested in applying technical assistance and economic 
aid to these provinces only with a view to building up complementary 
relationships with the economy of the home country. Thus, Portu- 
guese policy has been aimed primarily at the development of the 
natural resources of the African provinces for the’! benefit of metropol- 
itan industries and the creation of colonial markets for the manufae- 
tures of the home country. Some attention, nevertheless, has been 
given to the opening of avenues of trade with adjacent African terri- 
tories under the administration of other European states and to 
improvements in communications which would facilitate movement 
of goods and products. 


Economic development 


Although mineral surveys of the African provinces still are incom- 
plete, mining potentialities are known to be extensive. Actual 
exploitation heretofore has been small, apparently because investment 
initiative for this purpose has been lacking. While asphalt, copper, 
diamonds, gold, manganese, mica, and salt are all being produced in 
varying quantities, only the export of diamonds affects budgetary 
balances materially. Petroleum has been found in. commercial 

uantity in Angola, but its significance to the future development of 
ase African territories is not yet known.® 

The economies of both Angola and Mozambique are presently based 
on agriculture. The major agricultural products include coffee, sisal, 
corn, sugar, cotton, beans, and vegetable oils. In both provinces agri- 
cultural progress has been circumscribed by the unwillingness of the 
native to give up tribal life and subsistence farming to become a wage 
earner. Among the consequences of this attitude have been a chronic 
labor shortage, particularly in skilled and semiskilled categories, and a 
constricted market for Portuguese home manufactures, 

An approach to the problem of labor supply has been made by dis- 
tinguishing between “civilized” and “‘noncivilized” natives. Those 
who, having secured some education, have abandoned tribal ways may 
qualify as “‘assimilated’’ persons and thus acquire all of the rights of 
Portuguese citizens, These are paid at European wage rates. The 
productive capacity of the provinces depends mainly, however, on the 
preponderant unassimilated natives, Of this element of the popula- 
tion, all of whom are, or are being, registered, adult males are required 
to work as directed under the national labor statute for at least 6 
months of the year. In Mozambique those who. fail to seek employ- 
ment are subject to forced labor on state projects.** In this connec- 
tion, it may be noted that one feature of the national development 
plan adopted in 1953 has been the ethnic diversification of the popula- 
tion pattern by the encouragement of colonization on the part of 
settlers from Portugal. 

In recent years, both Angola and Mozambique have operated on 
narrowly balanced budgets for ordinary expenditures. Growing needs 
for utilities and for public works such as railways and improved ports 
have called for considerable capital investment beyond the limits of 
normal colonial revenues. Some of the needed funds have been 
supplied in the form of loans by the metropolitan country. Some, for 
which figures are not available, have derived from investments of 


33 Foreign Service Despatch, No. 185— April 24, 1956, p. a 
4 Basil Davidson in The Nation, July 24, 1954, pp. 72-73. 
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rivate capital, Portuguese, and foreign. Foreign private enterprise 
as not been extensive in these provinces, however, because—while 
invited—it has been subjected to numerous restrictions.” 


United States assistance 


Whereas Marshall plan credits to Portugal may have been applied in 
part to constructive undertakings in the African provinces,*® United 
States direct contributions to the upbuilding of these underdeveloped 
territories have taken the form of technical assistance applied chiefly 
to surveys of natural resources such as minerals and water power. 
During the period April 3, 1948, to December 31, 1955, the modest 
sum of $115,000 was earmarked for technical aid in the Portuguese 
overseas territories.*” 

At the same time, the United States has been a relatively important 
factor in the economic life of the Portuguese African provinces through 
commercial operations. Except for the Portuguese trade, the United 
States has held first place in the external commercial yelations of the 
African provinces, followed by the United Kingdom and West Ger- 
many in that order. In 1955 Angolan imports from the United States 
represented a value of $13,540,000; exports to the United States, 
$22.615,000.8 

The former isolation of both Angola and Mozambique has been 
vanishing the more rapidly because of the needs of large portions of 
both Belgian and British territories in central Africa for access to the 
outer world through the Portuguese provinces. The linking up of 
provincial railway lines with those of the central African territories 
has been a leading feature of the Portuguese national development 
plan for the period 1953-58. British capital has had a considerable 
stake in the development of transport and port facilities in Portuguese 
East Africa, but as the financial status of the province improves 
British corporate interests have been purchased by the Portuguese 
Government and replaced by Portuguese state ownership. The United 
States has been interested in the improvement of rail facilities through 
the Portuguese African territories between the Atlantic and Indian 
Oceans chiefly for strategic reasons. It has considered that, in time 
of possible war, the African territories, on the one hand, might help 
to alleviate food shortages in Western Europe and, on the other, 

rovide an artery for the overland movement of strategic supplies 
eyond the reach of enemy action, should the Suez route be closed.® 

As a byproduct of the development of the Portuguese African 

rovinces, the lot of both indigenes and European colonists has been 

ettered, although it is difficult to discern evidence that the native 
population has actively sought such betterment. At all events, 
Portuguese authority in the provinces has been reinforced during this 
process. There appears to be no resistance to colonial authority or 
agitation for independence. 

35 Raymond Bertieaux, Aspects de I’Industrialisation en Afrique Centrale (Bruxelles, 1953), p. 63. 

% T. C, Charman, Portuguese West Africa (Angola) (London: H. M. Stationery Office, 1954), p. 6. 

37 Foreign Service a No. 185, April 24, 1956, pp. 15-17; International Cooperation Administration, 
Operations Report fiscal year 1956, No. 2, p. 44. 


% Foreign Service Dispatch, cited, p. 9. 
3% New York Times, July 12, 1952, 
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VI. Brirish DEPENDENCIES IN AFRICA 


British concern for African holdings 

Great Britain has been a pioneer among the colonial powers in 
efforts to improve economic and social conditions in overseas depend- 
encies. The British attitude is illustrated by vigorous measures aimed 
at the extinction of the African slave trade and of the institution of 
slavery itself during the late 18th and throughout the 19th century. 
The beginning of a continuing, organized effort to raise living stand- 
ards in colonial dependencies was made in 1929 with the passage of 
the first Colonial Development Act. This measure, which established 
a fund of £1 million per annum for the relief of economic depression, 
was important, however, principally because of its objectives. Its 
funds were inadequate, it lacked any provision for recurring charges, 
and important fields of social development in the colonies were not 
provided for in its terms. 

The act of 1929 was superseded by the Colonial Development and 
Welfare Act of 1940. This measure was prompted by two sets of 
circumstances: Serious disturbances in the West Indies in 1935-37 
and the obvious need of expanding the production of basic foods and 
industrial raw materials in the dependent empire as World War II 
opened. 

The act of 1940, which was ancestral to all subsequent British 
colonial development legislation, provided £5 million per annum plus 
£500,000 for research on colonial problems for the 10-year period 
1941-51. The amounts provided were not particularly impressive 
when placed against the needs of populations totaling more than 60 
million, but in spite of drastic war requirements the development fund 
was not linked directly with the economic problems of the United 
Kingdom and the scope of assistance included “any purpose likely to 
promote the development of the resources of any colony and the wel- 
fare of its peoples.” * Wartime emergencies impeded the full-scale 
application of the act, but the colonial. administrations were en- 
couraged, in the light of its provisions, to consider their long-term 
requirements as a basis for postwar planning. 

By 1946 most of the colonies had applied for aid under the develop- 
ment plan. To deal with these requests, it was found necessary to set 
up an Economic and Development Council to assist the Colonial 
Secretary in the allocation of grants. The Council included among its 
functions that of advising the territorial governments on _ possible 
sources of such additional funds as were urgently required for the 
reimplementation of development projects. 

For the encouragement of business exp ansion in the overseas terri- 
tories, Barclay’s Bank (dominion, colonial, and overseas) was prompted 
to set up a special overseas development corporation to assist in 
financing economic projects—particularly in Africa—through loans to 
colonial governments. This was a boon to those colonies which, 
being unable to raise appreciable sums by internal loans, were com- 
pelled to go to the London money market. 

Experience gained during World War LI was embodied in a second 
Colonial Development and Welfare Act in 1945. Assuming that each 
of the dependencies would be prepared to enter upon a 10-year develop- 
ment plan, this act provided a total of £120 million applicable to the 


. os + a Britain, Colonial Office, Colonial Development and Welfare Acts, cmd, 9375 (London, 1955). Pp. 
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years 1946-56, including £20 million carried forward for commitments 
under the act of 1940. The main purposes of the act were outlined 
by the Colonial Secretary in a circular, which stated: 


There are great possibilities in the years that lie ahead for 
raising the standards of health, education, social welfare, and 
general well-being of colonial peoplesif thess expanded services 
are based upon improved efficiency and increased production. 
The primary requisite still is an improvement of the economic 
position in the colonial dependencies, the utilization of their 
natural resources to the greatest extent possible and the 
widening of opportunity for human ‘enterprise and en- 
deavor.* 


In pursuance of the objectives defined in the act of 1945, develop- 
ment and welfare funds were applied to a wide variety of projects. 
Nearly half of the sums expended were devoted to the social services— 
education in particular. About 19 percent of expenditure was applied 
to economic projects, mainly agriculture and irrigation. Other proj- 
ects included, notably, health campaigns and facilities, livestock 
improvement, roads, and airfields. The accomplishments of the pro- 
gram were such that steps were taken to extend the benefits of the 
act for an additional 5-year period beyond March 31, 1956—10 years 
having been found overlong for practical planning. For the fiscal 
period 1955-60 £80 million has been specified, to which £40 million 
remaining unspent from the previous period will be added. Because 
financial needs of the dependencies will be greater in the ensuing 5 
years than in the past, it has been anticipated that supplementary 
aid may be forthcoming from the International Bank for Reconstruc- 
tion and Development, from the United Nations Specialized Agencies, 
and from the United States. 


Interim appraisal of developmental efforts 


The development of British dependent territories in Africa has been 
by no means due wholly to colonial development and welfare assist- 
ance. Considering the African territories as a group, approximately 
two-thirds of the funds applied to development projects came from 
local sources. Private enterprise has figured considerably in develop- 
ment schemes. Support has been drawn from many sources; in fact, 
some of them beyond the British sphere. The United States had 
made available, prior to March 31, 1956, more than $6,500,000 to 
British territories in Africa and the Near East. 

African territories comprise the greater part of the British dependent 
empire. Given the continued judicious investment of capital, tech- 
nical training of indigenous populations, and a sensible working out 
of ethnic problems, some of these territories hold promise of adding 
luster to contemporary forms of colonial administration. Develop- 
mental enterprise has resulted in exportable surpluses and healthy 
colonial budgets in some instances. For the most part, however, the 
British African territorial economies are in the earlier stages of their 
potential development with much yet to be achieved in the utilization 
of both human and material resources. Most of these African terri- 
tories combine in varying degrees elements of both subsistence and 
money economies. In all of them are found complex problems which 
run the gamut of the factors involved in underdevelopment in any 


“ Great Britain, Colonial Office, Colonial Development and Welfare Acts, cited, p. 5. 
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part of the world—the natural environment with its resources and 
deficiencies, indigenous societies endowed with peculiar aptitudes and 
attributes, and the impact of the outer world on ‘situations which 
had remained almost unchanged over many centuries. 


A. NIGERIA 


Nigeria, together with the trust territory of the Southern Cam- 
eroons, which is administered as’an integral part of Nigeria; comprises 
an area in West Africa nearly four’ times the size of the United King 
dom. Whereas Nigeria proper is a varied country, made up of tropical 
forest, parklike areas, and upland plateau, the Cameroons territory 
is mountainous throughout. The combined population of the 2 seg+ 
ments, made up of a number of diverse tribal and cultural elements, 
is believed to approximate 31.5 million. The peoples\of both segments, 
long adjusted to a difficult natural environment, have'shown consider- 
able adaptability to modern types of life and‘ activity. 

Nigeria has evolved during the past two centuries through periods 
marked by prolonged intertribal wars, slave raiding and the slave 
trade, and European territorial competition: As a British dependency, 
it owes much to the activities of the United African ‘Co., a trading 
concern, which in 1886: became the Royal) Niger Co;, Ltd., the’ pre- 
cursor of the Niger Coast Protectorate (1893) and the Colony and 
Protectorate of Nigeria (1914). The political progress of the territory 
is marked by successive constitutional changes. The latest of these, 
adopted in 1954, provided for a federal type of government with uni- 
cameral legislative powers largely in native hands. Complete auton- 
omy for the regional federated units—western, eastern, and northern 
Nigeria, apart from the federal territory of Lagos and. the Cameroons 
trust territory—was made optional by September 1956. 
Provisions for Nigerian development 

The economic positions of Nigeria appears to besound. It is based 
on agricultural production, for the great majority of Nigerians are 
peasant farmers. The country is naturally adapted to the production 
of cocoa, palm kernels, palm oil, ground nuts, rubber, cotton, ‘and 
bananas. Cocoa beans are the principal export erop. Animal hus- 
bandry, forestry, and mining are of lesser consequence. | Nigeria is; 
however, a noteworthy producer of tin and columbite.’ Industry con- 
sists mostly of small plants for local operations and is hampered by a 
shortage of electric power. In. 1954, a mission from the International 
Bank for Reconstruction and Development conducted a survey of the 
Nigerian economy which promises to result in further industrial 
progress. 

In April 1946 a 10-year development plan was approved by the 
colony’s legislative council. It-was then estimated to cost £55 million 
and toward this sum the United Kingdom allocated £23 million under 
the Colonial Development and-Welfare Act. In 1951. the plan was 
reorganized, the emphasis being shifted slightly from social services 
to basic equipment and production services. The extension of techni- 
cal education as a prerequisite for future economic development 
remained, however, a principal feature of the plan. 

42 Colonial Office, The Colonial Territories, 1953-54 (cmd. 9169, London, 1954), pp. 7-11. 


# Colonial Office, Report on Nigeria for the Year 1953 (London, 1955), pp. 33-64; Department of State, 
Foreign Service dispatch, 845 h. 00/4-2056 (Apr. 20, 1956), pp. 1, 2, passim. 
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The amounts earmarked for the second 5 years of the development 
plan totaled £34,183,641. Contributions to this sum were to be 
made from the colonial development and welfare fund (£16,212,584), 
from Nigerian internal revenues (£8,020,607), from various loan funds, 
and from unexpended balances of the first 5 years. The revised plan 
has had much to do with Nigeria’s rapid rate of material progress.“ 

The administrative machinery found essential for the functioning 
of the revised development plan is illustrative of some of the trends 
of development in the territory. The plan involved the recruiting in 
Great Britain of a considerable staff of experts to supervise and direct 
activities at all levels. These were to operate through a pyramidal 
organization headed by a development secretary, who would also serve 
as chairman of a central development board consisting of 3 chief 
commissioners for the 3 federated regions. Subject to the central 
board were area development committees, headed by the chief com- 
missioners. Subordinate to these were 24 Provincial development 
committees, each headed by the Provincial resident. At a lower level 
still were local development boards headed by district commissioners 
for the local supervision of projects undertaken by native authorities 
along lines of land settlement, village improvement, and minor public 
works. This relatively elaborate scheme was complemented by the 
creation of a department of commerce and industries, independent of 
but associated with the central development board. Its purposes 
included the organization of internal (native) trade and the export of 
native produce. 


Facilities for trade and marketing 

Some of the industrial production of Nigeria and much of its externa] 
trade are in the hands of British and European trading corporations, 
notably the United Africa Co. These companies not only control the 
bulk of Nigeria’s overseas trade, but also operate, directly or through 
subsidiaries, wholesale and retail establishments within the territory. 
While they have no identifiable place in official development plans, 
their relationship to the economic situation is intimate. | 

Between 1947 and 1949 four marketing boards were set up in Nigeria 
to handle the main agricultural exports of the country; 1 each for 
cocoa, palm-oil products, ground nuts, and cotton. All four boards 
operated on a countrywide basis. When the Nigerian Constitution 
was revised in 1954, it became necessary to revise produce-marketing 
arrangements in keeping with the constitutional provision for sepa- 
rate and largely autonomous regions. Accordingly, at the end of 
1954, a new regional marketing board was set up in each of the three 
regions and the trust territory of the Cameroons. The four new 
boards assumed the functions of the old, but on a different basis: 
Each now handles all of the main export crops produced in its par- 
ticular region. An additional organization, the Nigeria Central 
Marketing Board, arranges for the shipping and overseas marketing 
of the produce of the regional boards.” 


Effects of the devolution of authority 


These regional trends, which tend to complicate the economic life 
of the territory, coupled with the progressive transfer of authority 
from British to African hands at the expense of some efficiency, have 

“ The Nigeria Handbook (London, 1953), pp. 73-75. 


4§ The Nigeria Handbook, cited, pp. 60, 61, 75-77, 81; Eo b aoa Report on Nigeria (1953), pp. 42- 
46; Department of State, Foreign Service ‘dispatch, cited, pp. 26- 
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lately had a considerable bearing on the availability of investment 
funds. Until the process of ‘‘Nigerianization” has reached a point 
of stabilization with a relatively clear outlook for the future, the 
rate of economic development, on the basis of present indications, 
will be retarded somewhat. 

The lines being taken by nationalistic sentiment in Nigeria thus 
create the principal inhibiting influence to the further development 
of the territory. The feeling is widespread in the territory, though 
least apparent in the northern region, which fears the domination 
of the East and West, that Nigeria is ready for an independent 
existence and that greater amounts of aid would be forthcoming for 
the country’s economic development except for British reluctance to 
hasten the territory’s coming of age politically. On the other hand, 
in view of the growing desire completely to eliminate British political 
control, and with British personnel being replaced by inexpert and 
often untrained natives, there is a natural hesitation in British circles 
both official and private commercial, to add substantially to financial 
investment in a territory which is altogether likely to nationalize 
such investments, especially those in basic facilities, such as power 
and railroads, at some future date. 

The existing situation suggests that there is relative little under- 
standing among the Nigerians of the fact that, for years to come, 
prosperity in Nigeria will be dependent largely on European tech- 
nical guidance, capital, and goodwill. There is no doubt that the 
potentialities of Nigeria are great, even in proportion to other major 
parts of the African Continent. It is impossible to foresee at the 

resent juncture, however, what may be the ultimate effects of 
ritish efforts, with some slight reinforcement by American interest, 
to raise standards of living in Nigeria. 


B, THE GOULD COAST 


British dependent territories in West Africa, other than Nigeria, 
comprise the Gold Coast, Sierra Leone, and Gambia, These scattered 
enclaves, until the opening of the present century, were greatly handi- 
capped by the prevalence of malaria, yellow fever, and other tropic 
diseases and were long neglected in consequence. Owing largely to 
the hazards represented by climate and disease, there was little per- 
manent migration of Europeans to these parts of the African tropics 
and consequently in these territories the West African has had the 
use of more land in recent times than has been the case in the more 
salubrious parts of the continent. 

The relatively rapid development of these territories, both economi- 
cally and politically, in comparison with many other parts of the 
African Continent quite as well endowed by nature, appears to be 
due to two prime factors. One of these is the active enterprise of the 
peoples inhabiting these sections of the African West Coast. The 
other, complementary in character, lies in the fact that the British, 
instead of resorting to forced labor and monopolistic concessions as 
means of exploiting these colonial holdings, entered instead on a 
policy of development paced by attention to improvements in condi- 
tions of health, and, presently, to matters of education, allowing native 
industry to develop freely, Free enterprise, contributing to the accu- 


4 Department of State, Foreign Service dispatch, cited, p. 1b. 
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mulation of property in native hands, stimulated colonial trade in 
turn, and in such an environment political consciousness has developed 
apace. 


Steps in Gold Coast development 


After the close of World War II, these territories, like Nigeria, 
adopted development plans and thus qualified for systematic aid 
from the United Kingdom ‘under the Colonial Development aud 
Welfare Act. The plan adopted by the Gold Coast was significant in 
the amount of emphasis placed on’education. The rapidity with 
which the plan has been realized is even more significant. Adopted 
in 1951, the plan was reviewed during the following year and the deci- 
sion was taken to complete the entire 10-year program in the ensuing 
5 years. By March 1955, approximately 60 percent of the expendi- 
ture originally planned for 10 years had been made in 4 years. The 
rate of expenditure was as follows: 


Er, eae terre een aren, Po gh nl TORO) OSE PET FACS | $6, 396, 000 


i Commonwealth Survey, vol. 2 (Apr 17, 1956), pp. 294-295. 


About one-half of the expenditure was for imported building mate- 
rials and equipment. While delays were experienced in obtaining 
shipments and there were shortages in tramed staff members, by 1955 
the Gold Coast had built up an economic system geared to the require- 
ments of national development. By the end of June 1957, when the 
second development plan is due to begin the first plan will have been 
substantially completed. 

Agriculture is the mainstay of the Gold Coast economy. Nearly 
$2.1 million was devoted to it in the first 4 years of the development 
plan. The staple crop in the Gold Coast is cocoa, which predominates 
among vegetable products to the extent that, as one of the ministers 
once remarked, “in this country a fiscal or an economic policy is 
simply a cocoa policy.” While generally there has been a ready mar- 
ket for cocoa production, some of which normally has been sold in 
the United States, prices have fluctuated widely at times to the dis- 
tress of the cultivators. In 1939, at the outset of World War IT, the 
British Colonial Office set up a West African Produce Control Board 
hoping to achieve price stability for the main crop. The effort was 
only partially successful at the time but methods applied subsequently 
have given considerable market protection to this one-crop economy. 

Prevailing high cocoa prices have brought prosperity to the colony 
in recent years, enabling the Government sharply to increase both 
normal and extraordinary budget expenditures. The rate of approval 
and allotment of funds, in fact, has far exceeded the trained manpower 
available. The more recent softening of cocoa prices has caused the 
Government to tighten its fiscal policies, however, and to re-examine 
expenditures for social services and productive projects. 

roblems of an economic nature have been and are being reflected 
in government policy as the day of political independence approaches. 
An official summary of economic progress since the development plan 
was instituted states: 
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The need to provide basic services before real expansion 
of agriculture or industrial output can take place is a handi- 
cap which the Gold Coast shares with most developing coun- 
tries * * *. The provision of basic services requires the 
investment of much capital, and the return, in terms of an 
increase in national wealth, is slow to accrue. The Gold 
Coast is fortunate in that it has so far been able to provide 
its own capital without recourse to borrowing from over- 
seas * * *. The fact remains, however, that expenditure 
on the development plan so far is unlikely to have led to any 
major increase in the national income.“ 


One of the leading problems faced by a country about to assume 
the responsibilities of an independent state is that of attracting a 
sufficient flow of investment capital. Most of the investment in the 
British West African dependencies, the Gold Coast being no excep- 
tion, has been government or government corporation investment. 
Crown colony governments became suppliers of capital and employers 
of labor on a large scale, and as educated public opinion came into 
existence it accepted state enterprise as natural and logical. It is 
clear even to some of the political leaders of the Gold Coast that 
state enterprise under a native government will be wholly unlike that 
managed by a patriarchal European power whose funds, statesmen 
and technicians have been so largely responsible for the present degree 
of colonial advancement, and that it may be difficult to retain the 

resent amount of private business investment most of which is 
British, once British political influence has departed. 


Emergence of a new state 


It is difficult to overemphasize the extent of the social and political 
revolution that is taking place in the Gold Coast. Few countries at 
any time or place have progressed as expeditiously from the stage of 
tribal institutions to that of a modern state based on representative 

overnment. The road taken to this destination has been anything 

ut smooth. Even after the introduction of the constitution of 1946, 
which gave a majority to African elected members in the legislative 
council, dangerous riots threatened to wreck the British policy based 
on the principle of devolution of authority by orderly stages. Yet 
the constitution was preserved to become the basis of a prospective 
new and independent nation within the Commonwealth. The point 
that should not be overlooked in this transition of a tropical African 
country is that it has taken place with the full assent of the home 
government. This is explicit in a statement made in the House of 
Commons by the Secretary of State for the Colonies on May 11, 1955: 


The present Gold Coast Constitution marked the last 
stage before the assumption by the Gold Coast of full respon- 
sibility for its own affairs. * * * It has always been the 
wish of Her Majesty’s Government in the United Kingdom 
that the Gold Coast should achieve its independence within 
the Commonwealth.” 


7 Doveenment Progress Report, 1955, quoted in Commonwealth Survey, vol. 2 (Apr. 17, 1956), p. 294. 

# See F. J, Pedler, Foreign Investment in West Africa, in International Affairs, vol. 31 (Oct. 1, 1955) pp. 
459-468. 

4 Commonwealth Survey, vol, 2 (May 15, 1956), p. 400, 
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Despite the fact that the elections of July 1956 have resulted in 
an agreement to set the date of independence on March 6, 1957, and 
that the arrival at that stage of a former crown colony might mean 
the loss of economic as well as political ties, there is—in the present 
stage of British philosophy—a disposition to regard such develop- 
ments as the logical outcome of colonial evolution and a hope that 
the free world will be the gainer. 

While the outlook for the British hope remains in doubt, it is cer- 
tain that, regardless of the wishes of the various metropolitan powers, 
the example set by the Gold Coast—henceforth to be known as 
Ghana—will serve as a beacon light to the other peoples of tropical 
Africa. To them, the transition from primitive life and institutions 
to more modern economic and social order through superimposed 
development programs takes on great interest only as it contains 
promise that Africa in the future will be for Africans. 


C. SIERRA LEONE AND GAMBIA 


British territorial responsibilities in west Africa include two en- 
claves, Sierra Leone and Gambia, which, like the other and larger 
territories that comprise British West Africa, are souvenirs of the old 
colonial era. Both of these territories are little more than foreign 
bodies in the outer edge of French West Africa. 

Sierra Leone is a well-watered, hilly country which began its 
colonial existence as an asylum for freed slaves. Its development has 
long been handicapped not only by the problem of achieving economic 
viability within a relatively small area dependent mainly on agri- 
culture but also by low, swampy coastlands which, in an equatorial 
climate, spell serious health problem. The presence in the colony 
of iron ore, diamonds, and gold and the excellent harbor at Freetown 
give the colony both a diversity in economic life and commercial 
access to the outer world. 

Gambia is essentially a riverine colony. It is dependent for most 
of its social as well as its economic life on the River Gambia, easily 
navigable by small vessels to the head of tidewater, which extends 
beyond the colony’s political limits. The colony’s economic life rests 
wholly on agricultural products—palm kernels and oil, rice, millet, 
and animal skins—and there is small basis for any extensive further 
development of the colony’s resources. The population, mainly Mos- 
lem, has manifested little desire to replace a paternalistic and rela- 
tively easygoing administration with autonomous institutions. 

Neither colony would appear to be properly fitted by its size, phys- 
ical characteristics or economy closely to follow the evolutionary 
trends in the Gold Coast or in Nigeria. It would seem, consequently, 
that the British Colonial Office of necessity will find these dependen- 
cies among its proteges for a considerable time to come. 


D. BRITISH EAST AFRICA 


British East Africa consists of three extensive and in some ways 
dissimilar territories: Uganda, Kenya, and the Trust Territory of 
Tanganyika. British title to Uganda and Kenya originated in the 
activities of British and German trading and colonizing companies 
and, more specifically, from the Anglo-German Agreement of 1890. 
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Tanganyika, previously a part of German East Africa, came under 
British jurisdiction in consequence of World War I. 

Taken together, these territories represent a physical environment 
which is harsh and intractable but within which are limited areas of 
great potential productive capacity. The African population com- 
prises a complex mixture of agricultural and pastoral tribes who in 
considerable part still remain dependent on a subsistence economy in 
progessively deteriorating conditions. Such economic improvement 
as has occurred has resulted largely from the introduction of external 
capital, knowledge, and enterprise. Increasing contact with influ- 
ences from the outside world, together with deterioration of tradi- 
tional means of livelihood through erosion, soil impoverishment, and 
a steady increase in population numbers has led to widespread need 
of new or additional sources of income in order to meet basic needs 
and new wants and desires. Since opportunities for economic im- 
provement have appeared only in limited areas, a large proportion of 
the populations of these territories remains precariously situated, the 
more so as a result of the partial disintegration of the old social order 
and an incomplete adaptation to the new. The transition from 
communal life to a western individualized society has been moving 
slowly owing both to native distrust of foreign methods and institu- 
tions and to a serious lack of both financial and training facilities. 

By comparison with other African territories, the per capita net 
product in east Africa is among the lowest on the continent. Any 
significant improvement in this situation involves far-reaching changes 
in traditional tribal and sectional concepts of economic and social 
security which are vested in forms of land possession. Some of the 


changes called for by the plight of large segments of the native popu- 
lation, and which are dependent upon the application of external 
capital and skills, have been restricted or retarded in greater or lesser 
measure. Methods still are pane studied whereby the native gen- 


erally lacking capital, can be enabled through the granting of credit 
to derive additional income from the land and engage in other types 
of economic enterprise. 

Industrial expansion in east Africa depends in the main on the 
extension of local territorial markets, which, in turn depends prim- 
arily on more efficient agricultural production and increased develop- 
ment of mining through the use of non-African capital and ability. 
It is recognized that before Africans can make efficient use of their 
resources and talents a great deal of assistance must be made avail- 
able whereby they can acquire special skills and experience.” 

For the overall development of the east African territories an East 
African High Commission was set up in 1948. It consists of the gov- 
ernors of the three territories who, aided by a permanent secretariat, 
usually meet several times a year to discuss problems common to the 
group. ‘The commission has the backing of a central legislative as- 
sembly with membership from the three territories representing the 
constituent races. It serves thus as a reflection of opinion in the 
various local regions. This supraterritorial machinery does not 
amount to a federation of the east African territories, although the 
architects of the arrangement had thought to make the commission 
a step in that direction. 


® Report of the East Africa Royal Commission, 1953-55, as summarized in Commonwealth Survey, vol. 1 
(June 15, 1955), pp. 517-522. 
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All three territories entered upon 10-year development plans 
covering the interval 1946-47 to 1955-56. Development expenditures 
have been spread over all spheres of activity—education, agriculture, 
buildings, communications, water resources, health and hospital 
services, ete. All of the territories have suffered from shortages of 
capital. Since the close of World War II, this situation has improved, 
however. Development capital has been supplied not only from the 
British Government’s colonial development and welfare grants but 
also through British business houses which have seen opportunities 
for private enterprises in east Africa. In 1955 the International Bank 
for Reconstruction and Development made a 20-year loan of $24 
million (about £8.5 million) to help finance the modernization and 
expansion of railways, harbors, and road transport in the three 
territories. The loan was made to the East Africa High Commission 
to be used by the East African Railways and Harbors Administration 
to expand services to meet both current and prospective demands." 
Other investments from external sources have gone to the individual 
territories. 


1. Uganda 


The cost of Uganda’s 10-year plan has been placed at $79.8 mil- 
lion. It is anticipated that more than $67 million of this total will 
be drawn from Uganda’s own resources—a larger proportion than 
that of any other British African territory except the Gold Coast. 

In January 1955, a Ugandan Development Council representing the 
territorial government, the statutory corporations, and the public 
issued a 5-year plan of capital development. This provided for an 
expenditure of £30 million during the period, two-thirds of which is 
to be drawn from territorial revenues with the remainder obtained 
from loans. Major emphasis in this plan is being placed on the 
country’s productive capacity. Uganda’s main source of wealth is 
peasant farming, and a large part of the proposed spending is devoted 
to the improvement of agriculture, together with communications, 
local rural government, and various services, including education 
and public health. A noteworthy feature of the plan is the encourage- 
ment given to the cooperative movement and the provision of credit 
to African farmers and traders.” 

Uganda is an important producer of cotton, the average annual yield 
approximating 400,000 bales. Coffee, tea, tobacco, and sugar are 
other major crops. Mining is a growing enterprise on the basis of 
extensive known potentialities. The Kilembe copper and cobalt 
deposits amount to nearly 13% million tons of exploitable ore, in the 
production of which the United Kingdom Colonial Development 
Corp. invested £1,750,000 in 1955. Industry thus far is restricted 
mainly to textile ‘fabrication and cement works. Electric power 
on an extensive scale is drawn from the huge installation being 
completed at Owen Falls, from which Kenya also is supplied. 

The Protectorate is administered by the Governor assisted by an 
executive council consisting of 11 ministers and 2 other officials. The 
ministerial system was introduced in August 1955. This is based on 
a legislative council, half of whose members are Africans. The 
Protectorate is divided into four Provinces: Buganda, whose Kabaka 
is a constitutional monarch, Eastern, Western, and Northern. Gen- 

| Commonwealth Survey, vol. 1 (Mar. 23, 1955), pp. 282-283. 


82 Colonial Office, Uganda: Report for the Year 1955 (London, 1956), pp. 6 ff. 
$3 Commonwealth Survey, vol. I (May 4, 1955), p. 410 
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erally speaking, the British administration has utilized and adapted 
indigenous political institutions for local administration. 

Uganda has advanced labor legislation; and while there have been 
some labor difficulties, most of these have been settled satisfactorily. 
For a time there was some danger that the Mau Mau difficulties in 
Kenya might infect the Ugandan peoples. In order to forestall major 
problems of this nature, legislation was passed in 1955 authorizing the 
expulsion of such portions of disaffected tribes as were not exempted 
by the Governor. The Protectorate faces many other problems 
arising out of the transition from tribal to modern types of institu- 
tional life. Prominent among these is a form of nationalism embodied 
in the slogan “Africa for the Africans.”” In view of the achieve- 
ment of independence of Libya and the Sudan—the latter in partic- 
ular—and the emerging nations in West Africa, it is by no means 
certain that the Ugandans, who number about 5 million Africans as 
against less than 4,000 Europeans, will be content to arrive at full 
independence by the orderly stages envisioned by the British Colonial 
Office. 

2. Kenya 

Kenya is a land of contrasts. Lying directly under the Equator, 
its coastal regions possess all of the striking features of the Tropics 
everywhere, including problems of health for European peoples. 
Low-lying portions of the hinterland, with 10 inches or less of rainfall 
per annum, are handicapped accordingly. The salubrious climate, 
moderately good soil, and generally adequate rainfall of the extensive 
upland regions, eminently suitable for residence and development by 
Europeans, is the factor of major consequence in this portion of 
British East Africa. Since the assumption by the British Govern- 
ment in 1895 of political responsibility for what is now Kenya and 
Uganda, the story of Kenya is one of the opening up of communica- 
tions into the interior, the settlement of Europeans on lands only 
sparsely occupied by African tribes, and attempts to harmonize the 
development of the country along European—mainly British—lines 
with the requirements of the aboriginal groups. 

By the close of World War II, in this area of nearly 225,000 square 
miles, there were some 140,000 non-Africans—a large proportion of 
this element being Asians—interspersed among approximately 5 
million Africans. The relatively rapid growth in numbers of the 
non-African elements and the tendency of European settlers to acquire 
and develop the best agricultural lands, frequently as plantations, 
have been among the principal causes of the violent disturbances that 
have obstructed the development of the territory so seriously in late 
years, 

The outbreak of Mau Mau terrorism in 1952 among the Kikuyu, 
Embu, and Meru tribes, aimed at driving the Europeans out of East 
Africa, became so menacing that in October a state of emergency was 
declared. During the next 3 years a large part of the country’s 
resources necessarily were employed in the task of protecting both 
the non-African and the loyal native elements. The cost, for military 
operations alone, amounted to as much as £1 million per month, In 
this interval many aspects of plans for territorial development were 
> 4 See Colonial Office, Uganda: Report for the Year 1955, p. 17, passim 


% Present population estimates are: European, 47,000; Asian, 137,000; African, 5,729,000, a total of about 
5,913,000. 





496 DEVELOPMENT PROGRAMS IN AFRICA SOUTH OF THE SAHARA 


suspended while funds that had been intended for development pur- 
poses were diverted to security measures. By the end of 1955 the 
danger had been largely suppressed and attention again could be 
devoted to the development of the colony’s resources, both human 
and material.*® 

In 1946 a development committee designated by the Kenya govern- 
ment drew up and submitted to the Home Authorities a 10-year 
development program. This envisaged an overall expenditure of 
approximately £42.5 million over the 10-year period, of which £38.85 
million would derive from colonial revenues, the remainder from 
colonial development and welfare allocations. In the ensuing 8 
years, despite the handicaps of the emergency, more than 70 percent 
of the plan had been implemented. 

In keeping with the aim of approaching the problem of native 
unrest through agricultural development schemes, the United King- 
dom made available early in 1954, through colonial development and 
welfare channels and within the framework of what was termed the 
Swynnerton plan for African agriculture, the sum of £5 million to 
increase the tempo of African agricultural development over the en- 
suing 5 years. This fund at a crucial time in the colony’s existence 
considerably strengthened the efforts of a special organization known 
as African Land Development. ALDEV was set up in 1946 to carry 
out land development work outside the ordinary range of the Agri- 
cultural and Veterinary Departments.” 

In 1955, at the close of the original 10-year development period 
the Kenya government set forth proposals for further development 
during the next 3% years. It considered that ‘‘in the light of experi- 
ence a 10-year plan becomes in time unrealistic.” * Allocations under 
the new 3-year plan amount to £23.7 million, responsibility being 
placed on the development committee to make adjustments in the 
plan in the event that difficulties should arise in the financial imple- 
mentation. Almost every aspect of Kenya’s economic development 
is covered in the plan.” 

In 1955 the United States Foreign Operations Administration ex- 
tended to Kenya a development grant of £1,388,300, derived mainly 
from the sale of surplus agricultural commodities to the United King- 
dom. This was to be matched by an equal contribution from the 
Kenya Government, which had provided for that amount in the budget 
for the 3%-year plan. The bulk of United States assistance is being 
devoted to the agricultural projects embodied in the Swynnerton plan, 
with lesser amounts earmarked for roads, education, health, and loans 
to traders. 

The outlook for Kenya is mixed. On the one hand, the European 
elements hold political supremacy and economic viability. On the 
other, the presence of vastly greater numbers of natives, many of whom 
will necessarily have to remain in depressed circumstances, at least 
in the present generation, creates an almost insuperable obstacle to 
the building up of a true nation, particularly in a continent where 
racial prejudice i is so characteristic largely because of the once present 
threat of engulfment in the vast indigenous sea. Meanwhile, lacking 


sd oe Office, Report on the Colony and Protectorate of Kenya for the year 1954 (Nairobi, 1955), pp. 
1-2, 1 

57 Tbia., pp. 51-52. 

8 Tbid., p. 5. 

# Commonwealth Survey, vol. I (Apr. 20, 1955), p. 368. 

® Tbid., vol. I (July 12, 1955), pp. 607-608. 
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equality of status or opportunity, and being confused and made rest- 
less by the breaking up of their tribal institutions, large numbers of 
the native groups are logical targets for the agents of communism. 
The situation in Kenya calls for a very high degree of administrative 
wisdom coupled with moral as well as technical and economic aid from 
external sources. 


3. Tanganyika Trust Territory 


In a number of respects, the territory of Tanganyika is comparable 
in physical attributes with Kenya. Inland from a 20-mile wide tropi- 
cal coastal belt lies an upland plateau with an average elevation of 
3,500 feet, suitable—particularly in the southwestern portion—for 
European settlement. On the whole, it is a desirable country. 

The East Africa Royal Commission noted in a recent report that 
within a physical environment which is generally harsh and untracta- 
ble “there exist limited areas of great potential productiveness * * * 
widely scattered over a vast extract of apparently unproductive 
land.* 

The productive areas are capable of considerable diversified agri- 
culture production and upon the anticipated development of available 
water resources they will become considerably more valuable. The 
country now is an important producer of sisal, coffee, tobacco, cotton, 
sugar, maize, wheat, tea, and pyrethrum. There are highly min- 
eralized areas. The output of gold is felt in world supply. Diamonds, 
mica, and various ores are of considerable importance in a developing 
economy. 

Early optimism as to the territory’s economic potentialities found 


practical limits, however, in the post-World War II Kangwa experi- 

ment. In 1946 the serious shortage of fats and animal feeds in Great 

Britain gave rise to a plan, entrusted by the Ministry of Food to the 

Overseas Food Corporation for the production of ae [peanuts] 
a 


on a grand scale on previously untilled lands in Tanganyika’s Central 
Province. The disastrous failure of the scheme owing to poor plan- 
ning and inefficiency reacted unfavorably on territorial development 
plans for a time but it did contribute to a growing realization in 
British Government circles that, before large sections of East Africa 
could be brought to a satisfactory stage of production, it would be 
necessary to develop and expand communications, power resources, 
and irrigation and, at the same time, to build up native labor resources. 
The influence of the groundnut scheme can be traced through subse- 
quent efforts to develop the dependency. 

The original 10-year development plan drawn up for Tanganyika 
in 1947 envisaged the expenditure of £17.9 mitlhon. A complete 
revision of the plan proved to be necessary within a few years as the 
territory’s needs became better understood, and new objectives 
replaced the old. This revision called for a total expenditure of £24.5 
million—this amount to be drawn from the United Kingdom Colonial 
Development and Welfare Fund, loans, and the territorial revenues 
allocated to the development plan reserve and the agricultural 
development fund. As various projects were implemented, still 
another revision of the basic plan was called for in 1952. Other 
adjustments upward have been made since then. 

Tanganyika has been among the African territories eligible for 
United States technical cooperation. In 1955 this territory received 


* East Africa Royal Commission 1953-55 Report (Cmd. 9475: London, 1955). 
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the small sum of $5,600 to cover the expense of bringing a Tanganyikan 
entomologist to the United States for special study of methods for 
controlling insects injurious to coffee production.” 

The Tanganyika Agricultural Corporation, which has assumed the 
functions of the Overseas Food Corporation, is illustrative of agencies 
other than those of the Government itself which participate in devel- 
opment undertakings. This organization, by agreement with the 
Government, is engaged in establishing trial farms in the Rufiji 
Basin along lines indicated by a U. N. Food and Agriculture Organ- 
ization survey.“ Another quasi-official project is that of the Un- 
yamwezi Development Corporation which is engaged in a plan, esti- 
mated to cost £320,000, for bringing water to the densely populated 
Makoude Plateau. An important feature of the project is an arrange- 
ment by which the African water users eventually will become the 
owners of the corporation.“ 

At the close of World War I, Tanganyika, which previously had 
been the major portion of German East Africa, was assigned to 
Great Britain for administration under a League of Nations mandate. 
Since 1946 it has been administered by Britain as a trust territory 
of the United Nations. 

The territory has a colonial-type government with a British gover- 
nor, an executive and legislative council with nominated and elected 
members but representative of the four major racial groups in the 
territory—European, Asian (largely Indian), Arab, and African. The 
elective principle has been introduced into local government.© 

A mission from the United Nations Trusteeship Council visited the 
territory in August 1954. Its report, Conditions in Tanganyika, sub- 
mitted several months later, made detailed criticisms of existing ad- 
ministrative practices and recommended a definite timetable for 
accelerated constitutional development. On the basis of reservations 
by United Kingdom officials, the Trusteeship Council, in reviewing the 
report, found in favor of the British policy of gradual and orderly 
devolution of power “in the light of experience.” British policy, 
furthermore, it was noted, was “‘to attract as much non-African capital 
and assistance in the development of the territory as may be intro- 
duced without prejudicing or retarding the Government’s policy of 
training and assisting Africans to produce more wealth and to enter 
the fields of commerce and industry.’”’ The Council, in conclusion, 
‘noted with satisfaction” the progress being made in several directions 
under the British administration.® 

Thus far, Tanganyika has not been troubled with serious difficulties 
arising out of relations between governing whites and subordinate 
native tribes. Owing to population numbers and comparative rates of 
natural increase, it would appear to be inevitable that African elements 
will continue to make up the bulk of the territory’s population. The 
education of Africans in Tanganyika has only just begun and can be 
only superficially provided for with the funds available for develop- 
ment purposes. The course of evolution of the territory into a modern 
economically viable state with government based on representative 
institutions thus promises to be both long and tortuous. 

2 The New York Times, June 17, 1955. 
6 Commonwealth Survey, vol. 1 (Mar. 23, 1955), p. 283. 
% Tbid. (Mar. 9, 1955), pp. 235-236 


& Tbid., vol. i (Apr. 20, 1955), pp. 370-371. 
% Ibid., pp. 369-370. 
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4. The Central African Federation 


The three territories of Northern and Southern Rhodesia and Nyasa- 
land, which became the Central African Federation by an act of 
Parliament in 1953, occupy much of the central portion of South 
Africa. Owing to the elevation of the Central African plateau, which 
in these states ranges from 3,600 to 5,000 feet, large areas are suitable 
for permanent residence by Europeans. Of the total population in the 
federation of about 7 millions, European elements constitute approxi- 
mately 240,000. A relatively small Asiatic population adds variety to 
the ethnic situation. 

The Rhodesias originated as British dependencies in the operations 
of the British South Africa Co. (chartered 1889), itself a creation 
of Cecil John Rhodes. A British colonial administration replaced the 
company’s governing machinery in Southern Rhodesia in 1923 and 
in Northern Rhodesia in the following year. The Nyasaland Pro- 
tectorate (then known as the British Central Africa Protectorate) 
was defined in 1891. 

World War II cut off these territories from the United Kingdom and 
from the usual flow of imported goods and threw them largely upon 
their own resources. By the war’s end all had advanced toward self- 
sufficiency, although the rate of progress had varied considerably. 
They still represent unequal stages of colonial development. The 
linking up of their railway systems within the federation and with the 
surrounding territories, an essential process in view of their land- 
locked position, naturally has had direct bearing on their economic 
development. 

The federation now enjoys virtual self-governing status in matters 
affecting the group asa whole. The federal government is headed by 
a Governor General, appointed by the Crown and advised by a Council 
of Ministers. Legislative powers are vested by the constitution in a 
federal assembly. Each of the three territories retains control of its 
internal matters. 

As in the cases of other African dependencies, the United Kingdom 
has extended development aid to members of the Central African 
Federation. Development plans for Northern Rhodesia and Nyasa- 
land have been affected by the establishment of the federation since 
the federal government has assumed responsibility for certain serv- 
ices * in the territories and will assume responsibility for others. 
For this reason it is not yet clear what totals of funds are to be pro- 
vided from sources other than colonial development and welfare. 
Under that act alone in 1954 was supplied the amount of £2,778,000 
toward development projects in Northern Rhodesia estimated to cost 
£35 million and £3,872,000 toward projects in Nyasaland estimated to 
cost £10 million.® 

One of the principal development undertakings of concern to the 
federation as a whole is the construction of a hydroelectric plant at 
Kariba Gorge on the Zambesi River. It is expected to cost approxi- 
mately £114 million, of which about £80 million will be required for 
the first stage. Funds for the first stage have been subscribed in the 
form of long-term loans by the International Bank, the Colonial 

6? Educational facilities, for example. This applies only to non-African education, however; the indi- 


vidual members of the Federation are responsible for the education of Africans within their boundaries, 
* Colonial Office, The Colonial Territories, 1954-55 (cmd, 94891 London 1955), pp. 172-173, 
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Development Corporation, the Commonwealth Finance Company, 
and the Federation Government.” 

In 1955 a new finance organization, the Anglo-American Rhodesian 
Development Corp., Ltd., was established at Salisbury in Southern 
Rhodesia with an authorized capital of £2 million. Of this figure, 
£500,000 has been subscribed by the 2 parent companies, Anglo- 
American Corporation of South Africa, Ltd., and Rhodesia Anglo- 
American Corp., Ltd. Additional funds to enable the company to 
finance development projects, including the federation’s natural re- 
sources, public works and private undertakings, are being sought both 
within the Federation and in other countries.” 

Federation did not, in any important sense, alter the constitutional 
status of any of the federated states. This has had some bearing on 
the nature of development plans in the respective political compo- 
nents and, more particularly, on the financing of development proj- 
ects. Southern Rhodesia, for example, was not eligible for aid from 
colonial development and welfare funds. It qualified for assistance 
under the Marshall plan, however, and in 1951 received a loan of 
£5 million from the sterling counterpart funds of the Economic 
Cooperation Administration. Otherwise, except for funds for develop- 
ment purposes drawn from its own revenues, both private and public 
investment capital has come in various forms, mainly from Great 
Britain. It is estimated that between 1945 and 1950, loans and 
other forms of assistance from the United Kingdom amounted to 
between £75 million and £100 million, of which some £43 million 
represented loans floated by the South Rhodesian Government.” 

Apart from projects advanced for the development of the Central 
African Federation as such, Southern Rhodesia is deriving direct 
benefits from the revised 5-year federal development plan begun in 
1954. Nearly £10 million of the total planned expenditure of £90.5 
million has been allocated for thermal electrical development in 
Southern Rhodesia and Nyasaland. This will complete one existing 
project for thermal capacity and provide for the extension of other 
power installations in Southern Rhodesia.” This state also shares in 
the results of other financing arrangements of the federal government. 
For example, of the £10 million loan raised in London in 1955 for 
development purposes, £1.25 million was relent to Southern Rhodesia 
to be employed in a variety of development undertakings, including 
housing, schools, public works, forestry, and capital loans to local 
authorities.” 

Members of the federation until lately received financial aid in 
varying amounts from the Union of South Africa. Upon the termi- 
nation of these subventions, a schedule of tariff rates was put into 
effect on July 1, 1955, as between the federation and the union 
intended partially to make up the difference. This replaced the 
agreements previously in force between South Africa and Southern 
and Northern Rhodesia, respectively, under which most South African 
goods had entered the Rhodesias free of duty, and vice versa. The 
working out of the federal tariff system was complicated by the fact 
that, previously, each of the three territories had its own customs 

Commonwealth Survey, vol. 1 (Nov. 29, 1955), p. 1065; vol. 2 (Mar. 6, 1956), pp. 154-155. 
7” Commonwealth Survey, vol. 1 (Aug, 23, ee, 2 740, 
™ Economic Cooperation Administration Special Mission to the United Kingdom, The Sterling Area: 
An American Analysis (London, 1951), pp. 27 


277. 
™ Commonwealth Survey, vol. 1 (July 12, 1955), pp. 590-591. 
8 Tbid., vol. 1 (November 15, 1955), p. 1031. 
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rates devised with reference to its particular economic circumstances; 
by the fact that part of the federal area lies within the Congo Basin 
and hence is subject to a long-standing international rule that no 
preferences may be granted within the Congo area; and by the 
federation’s membership in GATT, necessitating a rate system 
acceptable to the contracting parties to that organization. 

Southern Rhodesia, although the most advanced of the federal 
territories, is still in a relatively early stage of evolution as a state. 
It possesses resources, however—both human and material—which 
augur well for the future. Its economy is well diversified. It has 
important mineral reserves, the emphasis in terms of present output 
values falling on gold, chrome, coal, and asbestos. Among several 
lines of agricultural production, corn, cotton, tobacco, and livestock 
are especially noteworthy. The fact that it is now teamed federally 
with two other territories at considerably more elementary stages in 
development gives rise to the question, which only time can answer, 
as to whether such association will prove to be a handicap or a long-run 
advantage. 

Northern Rhodesia, nearly twice the size of its southern counter- 
part but with a smaller population, presents some contrasts in eco- 
nomic development. It is not very well suited for agriculture, for 
example, partly owing to climate and partly to the prevalence of the 
tsetse fly. Its main economic dependence is on minerals, with some of 
which it is well endowed. It possesses extensive deposits of copper 
from which it makes important contributions to world supply. Other 
principal mineral assets are found in zine, cobalt, gold, vanadium, 
and manganese. 

The Northern Rhodesian development plan, which was instituted 
in 1947, naturally reflected the needs of the mining industry. It 
places particular emphasis on improvements in transportation and 
the development of electric power for the exploitation of mineral 
resources. The hydroelectric projects recently approved by the 
Federal Government have much to do with the opening up of the more 
productive parts of the territory. The revised federal development 
plan (1954-59) includes a proposed expenditure of £34.7 million for 
railway development and an additional £8.8 million for road and 
bridge construction, much of it in Northern Rhodesia. During the 
fiscal year 1955-56 the federal expenditure from loan funds on the 
Rhodesia railways (£8.6 million), road construction (£2.2 million), and 
other public works was expected to amount to a total of £19.5 million.” 

Since Central African Federation became effective, development 
plans for Northern Rhodesia have been recast, partly to shift some of 
the financial: responsibility to the Federal Government, partly to 
bring about a better correlation with development schemes in the other 
members of the federation. The plan currently runs to a total of 
£35.1 million. The estimated expenditure from July 1, 1954, to 
June 30, 1957, is about £14.4 million, to which can be added. loan 
advances of £3.08 million. Of this sum approximately £840,000 will 
be supplied in the form of colonial development and welfare grants, 
£1.74 million from previously unexpended colonial development and 
welfare funds, £6 million from territorial revenues, and the remainder 





% Economic Cooperation Administration Special Mission to the United Kingdom, op. cit., pp. 281-284, 
% Commonwealth Survey, vol. I (July 12, 1955), p, 591, 
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from special appropriations.”© Industrial development in Northern 
Rhodesia is considered to be essentially the province of private 
enterprise. 

Nyasaland Protectorate is much the smallest of the three federal 
territories, but its population of more than 2,600,000, mainly non- 
European, indicates not only a greater population density but also 
a more acute development problem. Of the three territorial units, 
Nyasaland was least affected by World War II and has received the 
least postwar development assistance. 

The economy of the territory rests mainly on agriculture. Products 
of principal commercial value are tobacco, tea, tung oil, and cotton. 
Its relative proximity to the outer world through Portuguese East 
Africa (Mozambique) is a definite advantage in the economic upbuild- 
ing of the territory. 

The Nyasaland 10-year development plan anticipated a total 
expenditure of £7,512,000, plus additional funds in loans and grants 
from colonial development and welfare funds. Nyasaland also 
receives benefits from the Federal Government plan for roads and 
railways, electric-power development, education, and public works.” 
Reference has been made above to other sources of development aid 
through funds administered by the Federal Government. 


VII. ConctupInG OBSERVATIONS 


Summary appraisal of development programs 


It is difficult to arrive at a definite and inclusive appraisal of the 
effects of technical assistance and economic aid in the sub-Sahara 
dependencies. Results observed in one instance seldom are paralleled 
in another since the local environments and the influences brought 
to bear upon them are never twice the same. Apart from contrasts 
in the character of the territories themselves, there have been varia- 
tions in the aims and motives of the benefactor countries which may 
have sought to develop new markets for their own industries or addi- 
tional sources of supply of foodstuffs or raw materials, or to eradicate 
potential breeding grounds for subversive movements, or to build 
up and strengthen strategic areas, or simply to deal worthily with 
less fortunate peoples. Not many useful generalizations emerge, 
consequently, from a survey of the nature here undertaken. In 
certain instances the efforts expended by metropolitan countries and 
other outside agencies appear to have led to the results desired, but 
perhaps quite as frequently new and unforeseen problems have arisen 
to replace the ones originally at issue. Improved standards of living 
in the dependent areas have not led so often to greater contentment 
and gratitude on the part of the recipients of economic and technical 
aid as to increased restlessness, awakening ethnic consciousness, and 
agitation for political concessions. 

Specific results of assistance programs on a short-term basis are not 
so difficult to assess. Colonial trade statistics, reflecting some of the 
practical results of the use of development funds, often give unmis- 
takable evidence of growing wealth and rising standards of living. 
Such improvements can be observed in better housing, better health 
statistics, and improving facilities for education at all levels. They 

% United Nations General Assembly Committee on Information from Non-Self-Governing Territories, 
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can be seen, too, in the rising index of capital formation, in the 
recovery of wastelands, in increasing yields from agriculture. There 
can be no doubt that the implementation of development programs 
has led to many kinds of material improvement. It would be unreal- 
istic, however, to credit the progress made entirely to assistance from 
external sources. A very large part of the headway manifested by the 
sub-Saharan territories has been due to their own public and private 
enterprise, that is, to their response to the favorable climate created 
by the interest of the metropole and the forms of assistance supplied 
from other external sources. 


Position of the United States relative to sub-Saharan Africa 


A consideration of the development programs in the dependent 
territories of Africa leads to the question as to what responsibilities 
for aid in these underdeveloped areas may devolve upon the United 
States. Interest in the welfare of underdeveloped peoples has occu- 
pied a prominent place in United States foreign policy. At the same 
time, it would not be in keeping with the character of American 
foreign relations to advance a program of technical or economic 
assistance for any territory politically dependent upon another state 
without the invitation or the express approval of the government in 
question. There have been instances in late years, nevertheless, 
when the developmental needs of dependent territories have been 
embodied in measures taken for aid to the metropolitan countries 
themselves. 

At all events, United States willingness to make technical and eco- 
nomic assistance available to underdeveloped areas does not stem 
from precisely the same considerations as those prominent in the 
African development programs of the European powers. The United 
States, in expending more than $50 billion in foreign aid since the 
close of World War II, has become increasingly intent upon establish- 
ing conditions that may favorably affect the orientation of nations 
in evolution. Although this consideration is not entirely absent 
from the programs of some of the European powers, these programs 
have generally been limited to the metropoles’ own colonial or political 
spheres of influence and have been designed as a rule, with some view 
to an improvement in the metropoles’ own economic welfare. 


European development methods 


Methods employed by European countries and by the United States 
in extending aid have not been widely dissimilar in the recent past. 
As a rule, European metropoles have combined government aid in 
the form of loans or credits and sponsorship of semiofficial agencies, 
such as the Colonial Development Corp. (British), Fond de Développe- 
ment Economique et Social (French), or Institut National pour 
tude Agronomique du Congo Belge (Belgian), with encouragement 
of private investment. The United States similarly has combined 
Government appropriations for grants and loans with assistance from 
the Export-Import Bank and encouragement of private investment, 
occasionally under some kinds of government backing. Although 
still subject to controversy, the United States has preferred to entrust 


the administration of foreign technical and economic aid to a single 
agency. In Great Britain and European continental countries, aid 
to colonial and dependent areas appears to stem as a matter of course 


from the ministries concerned with colonial and politically dependent 
areas. 
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Possible effects of development 

Much of the aid applied in various forms to the upbuilding of under- 
developed territories in Africa undoubtedly will have lasting effects. 
The eventual outcome of some of the changes being wrought in terms 
of territorial development plans, bolstered now and then by technical 
and economic aid from other than metropolitan sources, can only be 
speculative. In the British dependencies, for instance, nearly half 
of the colonial development and welfare funds have been applied to 
social projects. There is a distinct possibility that the money spent 
on medical and health projects in these African territories in the 
decade between 1945 and 1955 will have increased the mouths to be 
fed more than the money devoted to agriculture and veterinary 
services in the same period has increased the production of food. 
The results of aerial spraying for the control of malarial mosquitoes 
may demonstrate that a very modest investment in the application 
of science to problems of health must be compensated for, if progress 
is to endure, by very shrewd calculations for increases in the produc- 
tion of foodstuffs, for increased educational facilities, and for the 
constructive use of labor. Since the consequences of the application 
of science to the human environment are not always immediately 
apparent, cause-and-effect relationships are sometimes overlooked in 
developmental planning. Already it is apparent that, when explosive 
increases of population occur as a result of the application of technical 
aid, as they have in parts of West Africa, it is not certain that the 
basic aims of development schemes will be realized to the extent 
originally anticipated. 

It follows that money alone is only a partial answer to the problem 
of aiding underdeveloped peoples. Nothing useful is accomplished, 
in any case, by the granting of technical assistance, by the appropria- 
tion of development and welfare funds, or by the enlistment of private 
capital beyond the capacity of the territory concerned to absorb and 
over a forseeable period of time constructively to utilize the sinews of 
material progress in the form of development funds and techniques. 
Both the African colonial development schemes of European metro- 
politan countries and technical assistance and economic aid as a 
feature of United States foreign policy are of relatively recent origin. 
While the experience gained thus far in their application seems clearly 
to justify expectations, it also points to the need for frequent rea- 
appraisal of both methods and results not merely with respect to the 
economic improvement of underdeveloped areas but more especially 
with respect to the shaping of attitudes on the part of dependent 
peoples being raised to the level of participation in the affairs of an 
ideologically divided world. 
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FOREWORD 


The report which follows was made by Senator Mansfield as the 
result of a visit to Mexico and Guatemala during the month of 
November 1955. Senator Mansfield was accompanied on this visit by 
Mr. Carl Marcy, of the staff of the Committee on Foreign Relations. 
The report which was prepared at that time was circulated to members 
of the subcommittee, and made available to the Department of State, 
but was not publicly released. Since the report is now a little over 1 
year old, it may be that some of the conditions discussed have been 
changed. 
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REPORT BY SENATOR MANSFIELD ON UNITED STATES TECHNI- 
CAL-ASSISTANCE PROGRAMS IN CENTRAL AMERICA 


MExiIco 


The technical-assistance program in Mexico which has increased in 
size from $765,000 in 1953 to some $1.8 million in 1956, is in need of 
careful attention. In an area of critical importance to the United 
States, it is doubtful if the program as presently operated serves the 
interests of either this country or Mexico as well as it should. 

The fault does not lie with the officers engaged in administration of 
the program, who exhibit ability and understanding. Rather, it grows 
out of an apparent failure at the governmental level to reach certain 
basic understandings essential to the success of the program at the 
operating level. 

If technical assistance in Mexico is to serve the national interest of 
the United States, it must be based on a mutuality of interests as 
between the two Governments concerned, and those Governments must 
recognize that mutuality of interest. In other words, it is doubtful if 
the technical-assistance program in Mexico is worth continuing unless 
the policymaking officials of both nations agree that each nation will 
reap benefits from the program. 

There was little evittaiies that such officials of the United States are 
giving their wholehearted support to the technical-assistance program 
in Mexico. Likewise, there was little evidence that their counterparts 
in the Mexican Government are particularly interested in the program. 
As a result, the day-to-day operating people on the American and 
Mexican sides must carry on in a somewhat sub rosa fashion. 

If the technical-assistance program in Mexico is worth doing, it is 
worth doing well. The time has come for officials of both Governments 
at the ministerial level to reach a clear understanding on whether it is 
in the mutual interests of the United States and Mexico to continue the 

rogram. If it is agreed that the program should be continued, as I 
elieve, then it must receive the Whnithextted support of officials of 
both Governments at all levels, 


THE NATIONAL INTEREST OF THE UNITED STATES AND MEXICO 


It is my belief that a limited technical-assistance program is in the 
mutual interests of the United States and Mexico. 

So far as the United States is concerned, a Mexico with a higher 
standard of living and a larger national income would be a better 
customer for the United States. By the same token, Mexico would find 
this country a better customer for its products. Moreover, from the 
point of view of the United States it is not desirable for the disparity 
of standards of living as between the two countries to become greater. 
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Rather, the gap should be narrowed so that the material and cultural 

wealth of the Americas can be put to the joint job of expanding the 
area of man’s individual freedom and of contributing to his spiritual 
strength. 

The technical-assistance program to be in the national interests of 
the United States and Mexico cannot be a one-way street. Mexican 
art and architecture, rooted in the Mexican civilizations of the past, 
can make immeasurable contributions to the life and culture of the 
United States. Similarly, United States techniques in some agri- 
cultural and industrial areas can make substantial contributions to the 
Republic of Mexico. 

echnical assistance can contribute not only to improvement of 
living standards in Mexico and consequent expansion of trade between 
the two countries, but it can help bring the peoples of these nations 
more closely together. As the bonds of friendship are strengthened, it 
may be expected that on the international stage the Mexican Govern- 
ment will better understand the policies and attitudes of the United 
States. The same would be true with respect to United States under- 
standing of her great neighbor to the south. 

There are many factors in the Mexican situation which make the 
operation of a technical-assistance program most difficult. 

In the first place, Mexico is not an underdeveloped country in the 
usual sense. She has engineers, doctors, architects, scientists, educa- 
tors, industrialists, and other professional people among the most able 
in the world. Her mineral resources are in the process of develop- 
ment. 

Under these circumstances, it is but natural that there is resent- 
ment in some circles in Mexico at “gringo” meddling. There is no 
question but that in time Mexico would be able to engineer her own 
economic development without outside assistance. Nevertheless, Mex- 
ico does need more trained mechanics; better agricultural production; 
and, in general, assistance in the development of a middle class. The 
main contribution the United States might make to this development 
would be to expedite the process already underway. 

A second difficulty encountered in operating a technical-assistance 
program in Mexico stems from the strong nationalism of her people. 

Some of this nationalism, for understandable reasons, expresses 
itself in terms of anti-Americanism. Our size tends to dominate 
Mexico. Moreover, there have been occasions in the past, including 
the Texas declaration of independence in 1836 and the subsequent war 
with the United States, the laidiinies of Marines in Vera Cruz, the 
disputes arising out of the changing nature of the boundary between 
the United States, and the occasional exploitation of Mexican laborers 
in the United States, which have fanned anti-American sentiment. 
Suspicion of the United States is such that it has been said that no 
friend of the United States could ever be elected President of Mexico. 
Indeed, the present President, Adolfo Ruiz Cortines, who was elected 
in 1952, was severely handicapped during the election campaign be- 
‘ause it was charged that he had been on the payroll of the United 
States during the Vera Cruz incident. 

This nationalism is indicated by the reaction of a high-ranking 
Mexican official to United States assistance which was given during 
recent floods at Tampico. He commented that a press release issued 
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by the American authorities had not mentioned that certain of the 
relief activities had “been carried on in collaboration with” the Mexi- 
can authorities. This omission, he felt, reflected on the efforts of the 
Mexicans to help themselves. 

Strong nationalism, a characteristic of every proud people, in- 
cluding ourselves, is not to be regretted. But nationalism must be 
understood and worked with. This means that the tendency of some 
American officials, not in Mexico in particular but also elsewhere, 
to couch the technical-assistance program solely in terms of gifts of 
superior technical knowledge, must be avoided. Nationalism, msofar 
as it may operate to impede a technical-assistance program, can best 
be dealt with by making it clear that our aid programs are under- 
taken because of their mutual value to both participants. This assis- 
tance is not an activity carried on by the United States for charity 
yurposes. The program rather has been undertaken because we be- 
lieve these expenditures in foreign countries serve to promote the 
general welfare and interests of the United States. We cannot expect 
Mexico, or any other country, to participate wholeheartedly in such 
programs unless they believe the programs are also in their national 
interest. 

A third factor which impedes the successful operation of the tech- 
nical-assistance program is attributable to the activities of the Com- 
munist underground in Mexico. Although the Communist party is 
recognized as legal, it has not registered as a party for purposes of 
participating in elections. Nevertheless, there is little doubt but that 
there has been some Communist penetration in governmental and 
educational circles. Furthermore, the Soviet Embassy in Mexico has 
been a source of considerable Communist propaganda throughout 
Latin America. 

While communism does not pose an immediate threat to Mexico 
and while the Government is firmly dedicated to the principles of 
democracy, there is evidence that Communist elements in Mexico 
seek to pervert nationalism into anti-Americanism. They have sought, 
also, to brand the technical assistance program as 20th century Ameri- 
can imperialism. To some extent they have been successful in equat- 
ing technical assistance with imperialism, thereby inducing some Mexi- 
cans to make a mistake similar to that made by some Americans who 
have equated the liberalism of the Mexican Government with com- 
munism. 

The greatest difficulty in carrying on the technical-assistance pro- 
gram, however, is not attributable to the nature of the country, to 
nationalism, or to communism. The greatest difficulty arises, as Indi- 
cated earlier, in the failure of the two Governments candidly to explore 
the area in which their joint national interests might be advanced by. a 
technical-assistance program. This will be a stumbling block to future 
technical-assistance programs in Mexico, as it has been to past pro- 
grams—several of which have literally withered away because of the 
lack of interest of responsible officials in both countries. 


CONCLUSION 


It is beyond the province of this report to try to tell either the 
executive branch of the United States Government, or the Govern- 
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ment of Mexico how to operate the technical-assistance program in 
Mexico. Observation of the program for the few days available did 
not provide a sound background or basis for submitting detailed rec- 
ommendations. It was possible during this period, nevertheless, to 
determine with some degree of confidence that the program as pres- 
ently operated does not serve either the interests of the United States 
or of Mexico as fully as would be possible if both countries were whole- 
hearted in their support of the program. 

It is suggested, therefore, that the United States Government at the 
ministerial level should find an opportunity in the near future to make 
a straightforward statement to the Government of Mexico to the effect 
that the United States believes that it is in our national interest, as 
well as in the national interest of Mexico, to carry on a limited techni- 
cal-assistance program for the purpose of reducing the disparity in 
economic conditions which now exists to the end that trade and mutual 
understanding be increased. Should it be possible to reach a clear 
agreement on the basis of such a mutuality of interest, present diffi- 
culties at the operating level should be mitigated, assistance would be 
far more effective than it is at present, and mutual pride and pub- 
licity might be given to the joint efforts of these two North American 
neighbors. 

Should Mexico believe that the technical assistance program is not 
in her national interest, there should be no recriminations from the 
United States. As has been indicated earlier in this report, Mexico 
may be expected in time, and on her own, to get the same results, albeit 
they may be delayed more than might be the case were she to partici- 
pate in the technical-assistance program. 


GUATEMALA 


The economic and technical-assistance program in Guatemala offers 
a unique contrast to the program in Mexico. While the technical- 
assistance programs in the two countries are of approximately the 
same dollar value ($1.8 million for 1956), Guatemala has a popula- 
tion of about 3 million in contrast to the 23 million population of 
Mexico. Furthermore, the 1956 program for Guatemala hag in addi- 
tion to the technical-assistance program, an additional $15 million in 
economic development assistance. Thus, the per capita United States 
assistance program in Mexico is about 8 cents per person whereas the 
assistance program in Guatemala is slightly more than $5 per person. 
Put in another way, United States assistance in 1956 to Guatemala on 
a per person basis will be some 60 times greater than that to be re- 
ceived by Mexico. 

A second contrast is in the attitudes with which the Mexican and 
Guatemalan Governments view the program. As indicated hereto- 
fore, the Mexican Government tolerates the program and views its 
accomplishments with reserve. The Guatemalan Government, how- 
yee desires assistance and recognizes the mutual advantages flowing 

rom it. 

The large-scale program for Guatemala is justified on the basis of 
special needs growing out of the recent revolution which replaced the 
Communist regime of Arbenz. 

During the last few years of the Arbenz regime, governmental ex- 
penditures exceeded receipts and at the time President Castillo Armas 
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took over the Government, the public debt stood at the figure of $47 
million. Furthermore, substantial sums of native capital had fled the 
country, commercial enterprises of foreign origin were virtually at a 
standstill, and a once lucrative tourist trade had been almost destroyed. 
American assistance during the Arbenz regime had dwindled virtu- 
ally to a holding operation. The program for 1954, for example, was 
less than $200,000. 

Under these circumstances, it was essential that if the new regime 
were to have a sound economic basis upon which to seek to establish 
the basic elements of a democracy, urgent internal reforms were needed 
and outside assistance required. 

President Castillo Armas has made a beginning in bringing about 
changes in those governmental controls and practices which had run 
Guatemala into political and economic bankruptcy. Certain tax re- 
forms are being undertaken; private properties expropriated under 
the Arbenz regime are being returned; and other steps are being taken 
which should attract investment funds to Guatemala and encourage 
the return of flight capital. Armas has obtained an $18.2 million loan 
from the International Bank. 

It has been just a little over a year since Armas assumed the office 
of President. During the first months of the new regime the United 
States came to the aid of Guatemala on an emergency basis. Some 
$3.7 million was given to Guatemala in December 1954. Of this 
amount $3.2 million was for highway construction, and $500,000 for 
work on the Roosevelt Hospital in Guatemala City. In addition, 100 
technicians were brought to the United States for a short training 
course. By the end of fiscal year 1955 slightly more than $6.5 million 
of United States assistance had been given. 

The assistance program for the current fiscal year calls for a tech- 
nical assistance program in the amount of $1.8 million and for devel- 
opment assistance in the amount of $15 million. It is anticipated 
that the technical assistance program will continue to be of almost 
the same size for some years in the future. The development assist- 
ance program, however, is short-term and is expected to be reduced 
somewhat next year. 

The development assistance funds will be devoted to road construc- 
tion ($10.8 million), to rural development ($2.4 million), to housing 
($0.9 million), to agricultural development, and to the Roosevelt 
Hospital. 

Technical assistance funds in the amount of $1.8 million are sched- 
uled as follows: 


Agricaiture and nataral resources... ic NE $655, 000 
Industry and mining._.--.-_.----~-_-- on doh BOLI EAN EEL tei lee hitceedearad aes babs 74, 000 
Trangportatign. +. n0 ne ee biet— dae bees adn geiduntgises gente dane 142, 000 
a a a ec as a ca cle 20, 000 
RITE. MEME SCR UTOIN oe cc og Bi crseren re ete piigmesreihccr o-<-- seeniaaeisanapeadeeie 893, 000 
Bducéation. ui jis ie ul Ce ee eS Eee ea 349, 000 
Public hdministrationuu22 ic di ee ee ee ieee as 51, 000 
OUR R ana ict ete ne nai 4 oes eihees eo eel gilaet aha abana ones 79, 000 
TACRINCEL, SUUDOR, cc eiiesacanpewasineannnienwbabiond adaate 67, 000 
CONCLUSION 


After the years when United States assistance to Guatemala was 
at a virtual standstill, our aid program is now moving into high gear. 
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For 1956, Guatemala will receive more in United States assistance 
than all of the other Central American Republics together. 

The danger in giving such substantial assistance on a “crash pro- 
gram” basis is that money may be squandered on questionable projects 
or be diverted in other ways. 

The United States Mission to Guatemala is aware of these dangers. 
It is establishing accounting procedures in the mission and arranging 
fer accounting checks on field projects. It is scrutinizing most care- 
fully.requests for project funds. 

The success of the program in Guatemala will be measured not only 
by the integrity of the administration of the program by American 
and Guatemalan officials, but by two additional factors. 

In the first place, the success of the program will be measured by 
whether in a relatively short period of time a stable, democratic gov- 
ernmental regime can produce economic progress and an increased 
standard of living. This increased standard must be in excess of that 
which might have been achieved under the Arbenz regime. 

In the second place, the success of the program will be demonstrated 
by the withdrawal of large-scale American assistance as soon as the 
Guatemalan Government has repaired the ravages of the Arbenz 
regime, thus demonstrating again—as we have done elsewhere—that 
American assistance is given not for reasons of economic or political 
control, but rather to assist nations in maintaining their independence. 

A successful aid program in Guatemala characterized by helping 
the Guatemalan people get on their feet economically and politically 
so that they may be independent of all foreign domination—includ- 
ing that of the United States—would be a solid demonstration of the 
fact that United States assistance is not designed to lead to domina- 
tion. It would establish, by example, the fact that our assistance to 
Latin America would be terminated as it was in Europe as soon as the 
mutual aims of the participating countries are well on their way 
toward achievement. 


Ex SAbvapor 


Although I was personally unable to visit the International Cooper- 
ation Mission in E] Salvador, a member of the staff of the Committee 
on Foreign Relations undertook that assignment on my behalf and 
under my direction. On the basis of his report and on information 
received from other sources, the comments which follow are submitted 
with the thought that they may serve to draw the attention of Ameri- 
‘an officials in El] Salvador and in Washington to some of the problems 
that deserve attention. 

The technical]-assistance program in E] Salvador authorized for the 
current fiscal year is in the vicinity of $1 million, nearly twice as large 
as the program in 1954. It is contemplated that the program will 
increase slightly next year and then may begin to level off. 

Because of great disparities of wealth with an extremely low stand- 
ard of living for most Salvadoreans, a technical-assistance program is 
badly needed. The Salvadorean Government desires assistance and 
appreciates that which it is receiving, although there has been press 
criticism to the effect that paper is the biggest product of the program. 

Assistance has been concentrated in the usual fields of health and 
sanitation (since 1942), education, industry, and mining, labor, public 
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administration, and agriculture, with the heaviest concentration of 
American technicians being in the field of agriculture. Out of some 
87 officers directly on the Taternationad Cooperation Administration 
payroll, one-third are engaged in some aspect of agriculture. Steps 
have been taken during the past year to increase the scope of industria] 
technical assistance by the establishment of an industrial productivity 
center which makes engineering advice available to interested govern- 
mental agencies and private concerns. 


COMMENTS 


1. Examination of the program in El Salvador indicates that there 
may be some tendency to lose sight of the relationship of particular 
projects to the foreign-policy interests of the United States. The 
International Cooperation Administration mission in E] Salvador 
seems to be the tail that wags the dog. As of July 1955, there were 
8 officers in the Embassy, including the Ambassador, and 37 officers in 
the International Cooperation Administration mission. This was in 
marked contrast to the situation as of the same date in Guatemala, 
with 15 officers in the Embassy and 24 officers in the International 
Cooperation Administration mission, and to the situation in Mexico 
with 51 officers in the Embassy and 30 in the International Cooperation 
Administration mission. The technical-assistance programs of the 
three countries are roughly of the same dollar magnitude, although the 
program in E] Salvador is the smallest. 

While it is realized that numbers do not tell the whole story, these 
figures suggest from the viewpoint of manpower alone that the political 
side of the United States mission in El] Salvador cannot be expected to 
have the same knowledge of the technical assistance operation as would 
be the case were the officer ratio between the Embassy proper and 
the International Cooperation Administration mission less substantial. 

The political overtones of the technical-assistance program can be 
very marked in a country the size of El Salvador. For that reason 
it is essential that the American Ambassador keep in close touch with 
the program so that his approval of projects may be more than a 
rubberstamp indication that they serve to promote the foreign policy 
interests of the United States. The transfer of technical assistance 
functions to the Department of State should facilitate the close inte- 
gration of technical assistance to foreign policy in the field as well as 
in Washington. 

2. The apparent lack of close relationships between foreign policy 
considerations and specific technical-assistance projects in El Salvador 
has had a tendency to permit the technical-assistance program to be- 
come involved in projects of peripheral foreign-policy concern, or of 
a type which might be carried on in other ways. 

Thus, commendable though a project to assist El Salvador in the 
development of her fisheries industry may be, the present confused 
state of the territorial waters question in Central America is such that 
there may be adverse foreign-policy implications to carrying on such 
a program at the present time. Again, valuable as it may be to develop 
new coffee varieties for El Salvador, the principal beneficiaries of 
such a development would be large coffee producers whose profits are 
sufficient to enable them to meet the costs of a substantial research 
program of their own. 
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It would be presumptive on the basis of the short survey made of 
these illustrative projects in E] Salvador to recommend their discon- 
tinuation. It is suggested, however, that projects of this type should 
be examined most closely to see if they serve best the foreign-policy 
interests of the United States, and if they are of the type which should 
be carried on with the use of Government funds. 

3. There is evidence that insufficient attention has been given in 
the Salvadorean program to the need for fixing termination dates for 
projects. In deciding whether the United States should commit funds 
to a project, attention must be given to putting it on its own feet as 
sania as possible and thereafter the program should continue when 
United States technical assistance is withdrawn. 

The needs of a country such as E] Salvador are virtually inexhausti- 
ble. Technical assistance can help a country get started by helping to 
train technical specialists of its own in sanitation, health, education, 
engineering, etc. Technical assistance must not create dependence; 
it must create independence. 

The advantage of trying to fix a terminal date for specific projects 
is to point up the fact that the main job of technicians in the point 4 
program is to work themselves out of a job by training a local or 
national group to carry on the program that has been started. 

It is believed that United States officials in E] Salvador and their 
counterparts in that Government might well give more attention to 
this aspect of technical assistance. Technical assistance from the 
United States must not be viewed by the recipient nations as a matter 
of right. A gradual decrease in the amount of United States technical 
assistance to any particular project should be viewed as normal and 
should not require public relations justification. 
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FOREWORD 


The report which follows was prepared by Francis R. Valeo, staff 
consultant, who made a study of the training center in Puerto Rico for 
the subcommittee during the period December 14-19, 1955. 
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REPORT ON THE TECHNICAL-ASSISTANCE TRAINING CENTER 
IN PUERTO RICO 


1. LNrRODUCTION 


In the past, Puerto Rico was portrayed throughout the world as 
something of a backwash of the Western Hemisphere, with a disease- 
ridden, illiterate, and starving population. ‘This condition was gen- 
erally attributed either to the inadequacies of the Puerto Ricans 
themselves or to the exploitation of the United States. Many trainees 
under the technical assistance program arrive in Puerto Rico with a 
preconception of this kind. They are often skeptical, both as to the 
adequacy of the island’s training facilities and its utility as an area 
for the observation of the techniques of economic development. 

What they find on arrival must come as something of a shock to 
them. Those from underdeveloped areas discover standards of liv- 
ing in Puerto Rico which are already higher than most Latin Ameri- 
can countries and are rising rapidly. Instead of an exploited Ameri- 
can colony, they find a democratic self-governing commonwealth with 
an effective government, independent in internal affairs and strong 
in its support of the present ties with the United States. In fact, 
Puerto Ricans were largely responsible for establishing the nature of 
these ties which were set forth in Public Law 447, passed by the 82d 
Congress of the United States in 1952. 

It is true that trainees will see the slums which still pockmark San 
Juan and other cities and they will see depressed rural areas. But they 
will also see vigorous action being taken to correct these and other un- 
desirable conditions. They will see, in short, a Puerto Rico that is 
today in the midst of a profound economic and social transition which 
promises to transform what was once regarded as a hopelessly back- 
ward land into one of the most progressive in the Western Hemisphere. 

The pace of the transition is very rapid. Nevertheless, the Puerto 
Ricans are managing in the process to retain what is essentially a Latin 
American heritage while they blend into it the cultural values and the 
techniques of the United States. 

Because of the size of the Commonwealth—it is considerably smaller 
than the State of Connecticut—the transition is readily visible to all, 
even to those who visit the island merely for short tours of observation. 

It is taking place in circumstances which are, for the most part, far 
more unfavorable than those which exist in the countries from which 
exchangees come. The island is endowed with only the most limited 
resources in arable land and other natural wealth. It has one of the 
highest densities of population in the world. Yet, until recently, al- 
most the sole major source of income was the land. In short, Puerto 
Rico presents a fundamental challenge of survival and progress to its 
inhabitants that is similar to, if not greater than that faced by most 
visiting observers and exchangees in their home countries. 
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In that sense, it provides an ideal setting for the training program. 
It enables visitors from underdeveloped lands to see a replica of fa- 
miliar problems and, more important, what can be done about them. 

To some extent statistics indicate the sc ope of achievement in Puerto 
Rico. In 1940 per capita income was $122; this year (1955) it has 
reached $436, higher than most Latin American countries. In 1940, 
life expectancy was 46 years; it is now 61 years. Illiteracy is now 15 
percent or less; in 1900 it was 80 percent. 

Even more impressive to observers, however, is likely to be unmis- 
takable evidence of development on every hand. Throughout the 
island, housing and factory construction and roadbuilding a are going 
forward at a rapid pace. Under special tax and other incentives, some 
300 or more modern industries, financed by capital from within the 
island, the mainland, and elsewhere, are in operation or going into 
operation. There is an atmosphere of activity and progress almost 
everywhere. 

It is probably no exaggeration to say, as did the Chase National 
Bank in its June 1952 edition of Latin American Highlights, that 
Puerto Rico as an area registered the greatest progress in the preceding 
decade in all the world. 

This progress undoubtedly has derived in great measure from the 
efforts of the Puerto Ricans ‘themselv es under what they call “Opera- 
tion Bootstraps.” The term is meant to suggest the mobilization of 
the people to explore and exploit every practical possibility of utiliz- 
ing constructively their meager naturs ‘al resources and their great re- 
sources in population to raise standards of living largely by their own 
efforts. 

It should be pointed out, however, that the present prosperity of the 
island is not derived solely from measures of self-help, and it would 
be misleading for trainees to take away that impression. Puerto 
Rico’s unique relationship with the United States provides certain 
advantages which are not available to the countries from which most 
of the exchangees come. 

Out of its commonwealth ties with the U nited States, Puerto Rico 
obtains many advantages. It participates in Federal-aid programs to 
States, but it pays no Federal taxes. Furthermore, the Federal Gov- 
ernment remits customs receipts collected in the island to the Com- 
monwealth government. The island’s industry and agriculture have 
ready access to the United States market. As citizens of the United 
States, Puerto Ricans can migrate freely to the mainland and the 
remittances of migrants to families in the island constitute an impor- 
tant source of income. Finally, United States military expenditures 
are a major source of revenue. The Federal Government maintains 
important installations in the island, with consequent expenditures by 
the Federal Government and by servicemen stationed there. Puerto 
Ricans also serve in the Armed Forces at pay scales normally exceed- 
ing the rates which many could be expected to earn in the island. 

To point out the advantages which accrue to Puerto Rico from its 
present status of C ommonwealth is not. to deprecate the outstanding 
effort which the Puerto Ricans are making themselves. Nor is it criti- 
cism of the act of Congress of 1952 which provided that status. That 
legislation in effect provided ecHprores advantages to the United 
States. Moreover, Congress in its liberal treatment of the island un- 
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doubtedly took into consideration the fact that Puerto Rico, despite 
its progress, ranked far below the level of any State in the Union in 
per capita income, health standards, and other yardsticks of progress. 
The fact remains, nevertheless, that the Commonwealth relationshi 
has provided a kind of financial underpinning for Puerto Rican devel- 
opment which is not generally availelite to other underdeveloped re- 
gions. This element in the situation should not be ignored in the 
orientation of trainees under the technical assistance program. Fail- 
ure to make it clear could lead to false hopes and an inaccurate concept 
of the potentialities of technical aid. 


2. NATURE OF THE TRAINING PRoGRAM IN PuERTO Rico 


The point 4 program has been in operation in Puerto Rico since 
1950. At its own request Puerto Rico so not been a recipient under 
the program but a cosponsor of training programs for foreign stu- 
dents. The Commonwealth government has appropriated some 
$35,000 annually over the past 5 years toward maintenance of the 
program. In addition, various departments of the island government 
contribute in time and effort to provide inservice training and facili- 
ties for observation to foreign exchangees. 

The International Cooperation Administration has contracted to 
supply the Puerto Rican government with not to exceed some $60,000 
to help maintain projects in Puerto Rico and to train exchangees 
under its programs. In addition, the United States provides $251,000 
a year to pay for the vocational training of students from the Carib- 
bean dependencies of Great Britain, France, and the Netherlands. 

The principal part of the joint United States-Commonwealth con- 
tribution goes for the subsistence of exchangees. Other major ex- 
penditures are for administrative salaries and for tuition. 

A total of over 2,000 scholarship grantees, visitors, and observers 
were handled in Puerto Rico between May 1950 and June 1955. The 
preponderance have come from Latin America and the Caribbean 
territories. In recent years, the number of exchangees from Africa, 
Asia, and the Middle East has been increasing. Last year, for example, 
of the 781 exchanges, 205 were from those regions. 

Exchangees remain in Puerto Rico anywhere from several days 
to a year or more. Their training takes place at the University of 
Puerto Rico, at vocational schools (mostly in San Juan), and in 
various Puerto Rican government offices. They receive training and 
opportunities for observation in such fields as agricultural extension, 
low-cost housing construction, water, resources, and power develop- 
ment and community improvement, as well as in many vocational 
pursuits. 

Some ICA exchangees are trained entirely in Puerto Rico. Others 
are sent to the island for part of their training either before or after 
completing a period of study in the States. 


3. ORGANIZATION AND OPERATIONS OF THE TRAINING ProcRam 


The training program is administered by the Office of Technical 
Cooperation, which is a division of the Department of State of the 
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Puerto Rican government. The office is staffed entirely by Puerto 
Ricans. The procedures for handling trainees are essentially the 
same regardless of the program under which they are sponsored. 

An exchangee, sent to Puerto Rico by the International Cooper- 
tion Administration would be treated in the following fashion. 
After the Commonwealth Office of Technical Cooperation has indi- 

cated that he can be accommodated, he would proceed to the island, 

either directly from his home country or via the United States. A 
program would be worked out for him in advance, subject to revision 
on arrival. The exchangee’s program, if of any duration would 
normally include study at the University of Puerto Rico or some 
other institution of learning in the island, perhaps combined with 
or followed by inservice training in Puerto Rican government agen- 
cies. Normal tuition fees are paid out of the funds of the program 
to the schools which may be involved. The Puerto Rican govern- 
ment is not reimbursed for the inservice training which is provided 
by its agencies. 

The Office of Technical Cooperation of the Puerto Rican govern- 
ment is responsible for general supervision and guidance to the train- 
ees while they are in the island. It exercises these functions by means 
of direct contact with the trainees and progress reports pre yared by 
the institutions or agencies to which they are assigned. The Inter- 
national Cooperation Administration, Washington, is in turn kept in- 
formed by reports from the Puerto Rican Office of Technical Coopera- 
tion. 

4, Estimate or ProGRam 


The Puerto Rican government has established an effective proce- 
dure for receiving, training, and guiding exchangees whether they 
come to the island under United States or other auspices. Common- 
wealth personnel connected with the administration of the program 
who were interviewed generally demonstrated a clear comprehen- 
sion of the objectives of the technical assistance program as well as 
its limitation. They revealed, moreover, significant, and sympa- 
thetic insight into the problems of assisting foreign trainees to ad- 
just to study and training in the island. Numerous trainees inter- 
viewed expressed the highest esteem for the individuals responsible 
for administering the program, as well as for the hospitality of Puerto 
Ricans in general. 

With respect to educational facilities, the University of Puerto 
Rico, as well as vocational and other schools in the island, generally 
follow the same educational methods as are used in mainland institu- 
tions. They have the added advantage, however, in having considera- 
ble experience in educational problems peculiar to depressed areas. 
Furthermore, instruction is largely in Spanish:so that, as far as 
Latin American trainees are concerned, language difficulties common 
in connection with exchangees on the mainland are not generally pres- 
ent in Puerto Rico. For observers and students from other areas, 
however, there are language problems even though English is almost 
universally spoken as a second tongue in San Juan and other major 
centers of population. 
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5. RECOMMENDATIONS TO THE SUBCOMMITTEE 


I was informed that consideration is being given to enlarging the 
informational coverage of the training program in Puerto Rico by 
the United States Information Agency. Certainly a highly effective 
story can be told abroad. It is a story that reflects credit on both 
the United States and the Commonwealth and it is not well known 
outside the island. It should be told, however, with a measure of 
modest restraint and in reasonable perspective, or more harm than 
good will result. 

Fullest possible utilization of the training facilities in Puerto Rico 
should continue to be made by the International Cooperation Admin- 
istration. At present, however, the administrative structure for the 
training program in the island appears to be taxed to the utmost. 
Any added load without adequate preparation may work a hardship 
on the Puerto Rican government or result in a lowering of standards. 

The university and the vocational schools could probably absorb 
an increased number of exchangees. Housing conditions for students 
in San Juan, however, are tight. There is some talk of establishing 
an International House residence on the campus of the University of 
Puerto Rico in order to alleviate the situation. That type of under- 
taking, however, would appear best left to the initiative of private 
foundations and the university. 

Selection of trainees is a major key to an effective exchange program 
whether in Puerto Rico or on the mainland. For reasons previously 
mentioned, Puerto Rico offers the most to trainees from Latin America 
and especially to those from the Caribbean countries. With respect 
to trainees from other areas, caution must be exercised by Washington 
to make certain that there is a genuine utility—apart from merely 
impressing them—in sending them to Puerto Rico, particularly for 
long period of training. 

Consideration should be-given to a wider utilization of Puerto Rican 
technicians in the International ee Administration missions 
abroad. Although the supply of skilled personnel in the island is 
limited and the internal demand great, it may be possible to recruit 
or even to train an increased number of specialists in Puerto Rico, 
perhaps through special arrangements with the university and the 
Puerto Rican government. 

Consideration should be given to establishing a regular program 
of orientation of mainland technicians in Puerto Rico prior to their 
assignment to missions abroad, especially in Latin America. Such 
training, even if it is of relatively short duration, should prove of 
great value. The technicans would familiarize themselves in advance 
with technical problems similar to those which they are likely to 
encounter at the post of assignment. At the same time, for those 
with little or no experience in living abroad, a short residence in 
Puerto Rico would provide a half-way point in the adjustment to 
foreign cultures. It would tend to reduce the likelihood of adverse 
reactions and negative attitudes when they arrive at their post of 
assignment. 

6. ConcLupine Remarks 


To sum up, the training center in Puerto Rico appears to me to be 
an important asset for the United States in carrying out the tech- 
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nical assistance program. Its direct value derives from the excellent 
setting which the Commonwealth provides for the observation and 
study of problems of development, its educational facilities, and the 
skill and sensitivity of the Puerto Rican officials responsible for carry- 
ing out the program. 

The training center also has an indirect value in that exchangees, 
who sometimes have a negative view of United States policies, are 
likely to be favorably impressed by what they find in Puerto Rico, 
The better understanding of mainland-commonwealth relations which 
they obtain may contr ibute to an improvement in their attitude toward 
the policies and international motives of this country. 
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LETTER OF TRANSMITTAL 


Hoon. Mixe MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs, 
Committee on Foreign Relations, 
United States Senate, Washington, D. C. 

Dear Senator MAnsFietp: As chairman of the Subcommittee on 
Near Eastern and African Affairs and as a member of the Subcom- 
mittee on Technical Assistance Programs, I traveled outside the 
United States from September 15 to November 5 in order to observe 
the operation of technical assistance in 11 countries of the Far East, 
South Asia, and the Middle East. 

A written report of my findings and observations is submitted here- 
with in the hope that it may be helpful to the subcommittee in pre- 
paring its final report to the Senate. On this mission I was accom- 
panied by Mr. Pat M. Holt, a member of the staff of the Senate 
Foreign Relations Committee. He was a constant attendant, efficient 
reporter, and friendly companion. He helped not only in arranging 
engagements and taking notes but also in the compilation of this 
report. For all of this I desire to thank him publicly herewith. I also 
desire to thank the many representatives abroad of the United States 
and the employees of the commercial airlines on which I traveled. 
They were uniformly courteous and helpful. 
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Sincerely, 
THropore Francis GREEN. 

JaNvuARY 13, 1956. 
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TECHNICAL ASSISTANCE IN THE FAR EAST, SOUTH ASIA, 
AND MIDDLE EAST 


I. INTRODUCTION 


The technical assistance programs of the United States in the Far 
East, South Asia, and the Middle East are in the main technically 
effective, but they are handicapped by inadequate planning, lack of 
clearly defined objectives, and unresolved dilemmas of overall Ameri- 
can policy. 

Inadequate planning shows up in projects such as the one in 
Vietnam, where the United States furnished equipment for a radio- 
repair school although there is no demand for radio repairmen and the 

aduates of the school cannot find jobs. Or the project in East 

akistan, where the United States furnished a tuberculosis hospital 
with complicated equipment which the staff does not know how to use. 

Lack of clearly defined objectives shows up in Formosa where 
there is confusion and indecision as to whether the purpose is to 
build up the strength for a Chinese Nationalist return to the mainland 
or to make Formosa a viable economic entity in itself. The result is 
that neither purpose is being achieved. 

Ciitesbived dilemmas in overall American policy show up in a 
number of countries where the United States is dedicated politically 
to maintaining the status quo and economically to promoting the 
kind of development which is impossible within the existing political 
and social framework. 

On the whole, however, the technical assistance programs have 
been well worthwhile from the point of view of the national interest 
of the United States. In the 5 years since Congress passed the Act 
for International Development, we have gained much valuable 
experience. That mistakes have been made is neither surprising nor 
occasion for scrapping the whole enterprise. However, it is occasion 
for drawing on the lessons of experience, for generally tightening up 
the programs, and for more clearly relating them to the objectives of 
American foreign policy. 

These are the principal conclusions which I brought back from an 
intensive 7-week study of technical assistance and related programs 
in 11 of the countries—viz, Japan, Formosa, Veitnam, Cambodia, 
Thailand, Pakistan, India, Iraq, Iran, Egypt, and Israel. These 
countries together account for approximately one-half of all United 
States expenditures on technical assistance. 


II. Tue Pouitica, BAcKGROUND 


This area is characterized by (1) an extreme nationalism, particu- 
larly resentment of real or fancied attempts at outside interference; 
(2) a lack of well-developed political institutions with a consequent 
reliance on government by individual personalities; and (3) a lack of 
administrative experience and of trained civil servants. 
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Each of these factors limits what the United States can accomplish 
or should attempt. 


A. NATIONALISM 


Nationalism, combined with resentment in the Arab States of the 
greater American aid to Israel, explains the glee with which the 
Czech-Egyptian arms deal was greeted in many parts of the Middle 
East. Whether well-founded or not, the impression was widespread 
that the United States had attempted to prevent this deal and had 
been unsuccessful in doing so. The Egyptian position of leadership 
in the Arab League, which had been slipping, was restored and Egyp- 
tian prestige throughout the area was enhanced enormously. The 
arms deal was welcomed there perhaps as much because of the con- 
sternation it caused in the United States as because of any intrinsic 
benefits which it holds for the Arabs. 

American reaction to the Czech arms deal also disclosed a serious 
defect in the process of American foreign policymaking. As late 
as 5 weeks after the agreement was announced, our Middle Eastern 
embassies had still not received clear instructions as to the United 
States policy. Whatever the reasons for this delay, it strongly in- 
dicates that the policymaking machinery of the Department of State 
is in urgent need of an ov erhaul, 

A further immediate result of the Czech-Egyptian agreement was 
to increase greatly the tension which already existed between Israel and 
Egypt. Every one of the growing number of border incidents contains 
the possibility of full-scale war. This possibility will increase as the 
Egyptians feel themselves becoming stronger and as the Israelis see their 
present military superiority diminishing. 

In this situation, Assistant Secretary of State George V. Allen 
deserves the most emphatic possible support in his statement that the 
United States Government— 
is going to be very angry with any country which starts a preventive war or an 
aggressive war * * * is going to be very “‘pro’’ any country that demonstrates 
it wants to keep the peace. 

The ultimate solution of the Israeli-Arab problem is one which 
must be found by the parties themselves with the assistance of the 
United Nations. Meanwhile, the U. N. Truce Supervision Organiza- 
tion should be greatly enlarged so that it can really perform a super- 
visory function. This organization was set up by the U. N. Security 
Council in the summer of 1948, when the Council called for a ceasefire 
in the Arab-Israeli war. It is directly responsible to the Council, 
and its duty is to see to it that the armistice is observed. Yet it 
consists of only about 40 officer-observers. With this limited person- 
nel, it cannot do much more than try to find the truth in a welter of 
conflicting charges and countercharges concerning the origin of every 
border incident. If the Truce Supervision Organization had enoug 
men to maintain a reasonably constant border patrol, it would be in 
a better position itself to assess responsibility for incidents and that 
fact alone would doubtless do much to prevent incidents. 

The basic difficulty in which the United States finds itself in the 
Arab States stems from American support of, and aid to, Israel. The 
chart on page 529 graphically depicts what the Arabs regard as the 
pro-Israel bias of the United States. It would of course be unrealistic 
to attempt to distribute the aid exactly evenly. 
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At all costs, the United States should avoid being maneuvered into 
@ position where it is identified in the Middle East as being pro-Israel 
while the Soviet Union is identified as being pro-Arab. Under present 
circumstances, this rules out both military assistance to Israel and a 
bilateral security treaty with Israel. However, it does not rule out 
United States participation in a general multilateral Middle Eastern 
security treaty. 

The deterioration in Arab-Israeli relations is offset to some extent 
by progress which has been made through the medium of the Baghdad 
Pact in consummating the northern tier defense concept in the Middle 
East. This pact links Turkey, Iraq, Iran, and Pakistan in a loose 
defensive alliance. Great Britain is also a member. Turkey and 
Great Britain provide a connection with NATO; Pakistan provides 
a connection with the Southeast Asia Collective Defense Treaty. Iraq 
and Iran plug a serious gap in the middle. 

The political significance of Iraqi and Iranian membership in this 
pact should not be underestimated. Iraq incurred considerable dis- 
pleasure on the part of the other Arab States when it joined. For 
Iran, membership meant renouncing a centuries-old policy of neu- 
trality. In both countries, the act of joining required political courage 
of a rather high order. This is emphasized by the present disorders 
in Jordan and the popular demonstrations against the pact and against 
the United States, which although not a member is regarded as its 
instigator. 

One of the most heartening aspects of the pact is that, although it 
was encouraged by the United States, it resulted primarily from the 
initiative of the parties themselves. The parties would no doubt 
welcome full-fledged American membership in the pact. For the time 
being, however, a better course would probably be for the United 
States to continue its present relationship to the pact. This might 
serve to stimulate further local initiative and self-reliance. The 
United States already has military assistance agreements with all the 
members of the pact, and these should be scrupulously fulfilled 
because there is no doubt that the United States would take an exceed- 
ingly grave view of an attack on any member of the pact by an aggres- 
sive power. Meanwhile, it is encouraging to find nations which are 
willing to form alliances of this type without the formal participation 
of the United States. 


B. LACK OF POLITICAL INSTITUTIONS 


In none of the countries studied on this trip are there really well- 
developed political institutions in the sense that such institutions exist 
in the United States or in Western Europe; but there are, fortunately, 
many able, dedicated, courageous men in high positions of government 
in many of these countries. 

But individuals, no matter how brilliant, do not in themselves give 
a country the kind of stability which the United States hopes to see 
develop in Asia. This kind of stability comes only through the insti- 
tutionalization of politics. Men can be corrupted, or turned out of 
office. Institutions endure and function as a kind of shock absorber. 

So it is perhaps natural that in too many countries of Asia, United 
States policy is dependent upon the heartbeat of a single man. The 
representatives of the United States must, of course, deal with the 
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officials of the established governments abroad. And the fact that in 
most cases these officials are friendly is in itself good. But there is 
too great a tendency on the part of American officials abroad to think 
of it as the total objective of American diplomacy when in fact it is 
only a way station. The popular will finds extra legal ways of express-- 
ing itself, and consideration should be given this fact by United States 
representatives abroad. 

Not nearly enough is being done now to take advantage of the time 
thus gained to encourage the slow process of building up democratic 
institutions. Unless United States assistance contributes to such a 
process, we are building on very shaky foundations. 

The community-development program, as it has been carried out 
in India and a few other countries, is a good example of technical 
assistance which not only helps raise standards of living but also 
contributes to the growth of free institutions. 


C. LACK OF ADMINISTRATIVE EXPERIENCE 


The administrative capacities of governments in the 11 countries 
studied on this trip vary widely. Many of the governments are 
severely handicapped by an appalling lack of people able to carry out 
the day-to-day tasks of public administration. This not only limits 
the programs which those governments can undertake and carry out 
themselves, it also importantly limits the amounts of outside assistance 
which they are able to absorb and utilize effectively. In a very few 
instances, pressing military or political considerations may make it 
desirable for the United States to supply assistance beyond these 
limits and at the same time to supply the American personnel to 
administer it. But this is an operation which has important psycho- 
logical disadvantages. It should be undertaken only in the most 
urgent circumstances and should be ended as soon as possible. 


III. Prospitems or TEcHNICAL ASSISTANCE 
A. READINESS FOR ECONOMIC DEVELOPMENT 


If technical assistance is to lead to economic development, and if 
economic development in turn is to lead to the growth of free insti- 
tutions, then the process must be accompanied by social changes. 
The willingness of an underdeveloped country to adapt itself to 
these changes and even to encourage them is a key test of whether 
or not it is ready for economic development and whether or not 
American technical assistance will produce the desired results. 

Two illustrations, both taken from countries visited on this trip, 
will perhaps clarify the point. 

In a project of technical assistance in industrial productivity, it is 
a relatively simple matter for an American engineer to recommend 
improvements in management techniques, or materials handling, or 
some other phase of operations, which will result in greater production 
at lower costs. What is much more difficult is to insure that the 
benefits of these changes will be equitably shared by management, ty 
labor, and by consumers. This is a matter in which the United 
States cannot intervene directly. It involves the local government’s 
labor legislation, its tax structure, its administrative policies, and 
other things. 

72888—57-——35 








532 TECHNICAL ASSISTANCE 


In a project of technical assistance in agriculture and village im- 
provement, it is again a relatively simple matter (though even this is 
not so simple as it would appear on the surface) for an American 
expert to introduce techniques which will result in a considerable 
increase in production. But unless the pure technical assistance is 
undergirded by a program of land reform, the benefits of the increased 
production are likely to go more to the landlord than to the peasant. 

In both these cases, if technical assistance is to accomplish its pur- 
pose, it needs to be accompanied by corresponding measures of reform 
within the recipient country. Otherwise, to the extent that it is tech- 
nically effective, our assistance may be positively harmful in that it 
will tend to perpetuate unhealthy social and political situations. 

The United States obviously cannot dictate land or tax or other 
reform programs in other sovereign states; but the United States can 
take the existence or lack of such programs into account in planning 
its own assistance. 

This is the true test of self-help. Both Congress and the State 
Department have repeatedly emphasized that technical assistance is 
a cooperative, self-help program, but we have too often measured 
self-help in terms of local government contributions in cash or in kind 
to specific projects. A better measure is the willingness of the local 
government to take the steps which are necessary to make the most 
effective use of that assistance. 

Is a government willing to undertake a real program of land reform? 
Is it willing to liberalize its tax structure and its labor laws? Is it 
willing to break up monopolies and to provide an incentive for new 
enterprise and initiative? 

These are questions which each government must answer for itself. 
But the answers are likely to be more significant, from the point of 
view of long-range American interest, than answers to questions of 
whether or not the government is willing to sign a military assistance 
agreement with the United States. 


B. PLANNING AND SELECTION OF PROJECTS 


The trip disclosed many instances of poor overall planning, faulty 
selection of projects, and inadequate administrative followup. 

A few examples will suffice. 

In Pakistan the United States is supplying $150,000 worth of equip- 
ment to a new tuberculosis hospital in Dacca, and $30,000 of this 
amount had actually arrived as of early October. Some of this equip- 
ment is extremely complicated, and the Pakistani hospital staff does 
not know how to operate it; but ICA so far has contented itself with 
supplying the equipment and there is no project of real technical 
assistance in the use of it. 

In Vietnam the United States has contributed to a fine-arts school, 
which has only the remotest relationship to economic development. 

In Thailand, at one stage in the program, hundreds of jeeps were 
ruined when they were turned over to Thais untrained in their opera- 
tion and maintenance. 

In Egypt a shipment of sheep for breeding and demonstration 
purposes arrived in such a diseased condition that they all had to be 
slaughtered. 
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The conclusion to be drawn from these and similar examples, 
perhaps, is that the technical assistance program has frequently tried 
to do too much and too fast and has outrun the administrative 
organizations of both ICA and the cooperating governments. 

The basic difficulty was summed up by a perceptive observer in 
the Middle East. “We are,” he said, “trying to do a long-term job 
on a short-term basis.”’ 

Although both Congress and the executive branch have constantly 
reiterated that technical assistance is a long-term program, neither 
has acted accordingly in all cases. Congress has insiste that projects 
be presented and justified for appropriations on an annual basis. 
The executive branch has been in a great hurry to produce tangible 
results. 

The program has not only been planned in a hurry; it has been 
widely dispersed in a sort of scattershot approach and is not in all 
respects internally consistent in its long-range implications. 

In some countries, public-health programs are aimed at increasing 
the capacity to produce; in others, they seem to be aimed more di- 
rectly at simply keeping people alive with no more than passing 
thought given to what these people are going to do for a livelihood. 

In general, it may be said that the technical assistance program as 
a whole would be improved by a more rigorous screening of projects 
with more emphasis given to training people and less emphasis given 
to supplying equipment. It is characteristic of underdeveloped 
countries that their governments tend to emphasize things rather 
than people. They would rather build schools than train teachers; 
they would rather build hospitals than train nurses. And when they 
do engage in training, they are more apt to train engineers than 
mechanics, or architects than carpenters. Yet one of their principal 
problems of development is the lack of trained craftsmen of all kinds. 
The United States can make a great contribution by constantly 
emphasizing that people, not things, are really important. 


C. ADMINISTRATION 


So far as field operations are concerned, the reorganization of 
July 1, 1955, in which foreign economic programs were returned to the 
Department of State has made little difference. 

In the countries visited, our economic and diplimatic missions 
seem to be living happily together with no more than minor friction 
and with the Ambassador clearly recognized as chief of the country 
team. 

The reorganization of July 1, however, has caused one important 
difficulty. That relates to administration of direct forces support— 
the supply of civilian-tvpe items for military use. “Executive Order 
10610 of May 9, 1955, issued under authority of the Mutual Security 
Act of 1954, transferred administration of direct forces support, 
which had been in the Foreign Operations Administration, to the 
Department of Defense. 

This change has not been carried out smoothly. The military 
assistance advisor vy groups had no personnel capable of performing this 
new task and, as of late September and early October, no such. péer- 
sonnel had been forthcoming from Washington. The result is a 
hiatus in the direct forces support program. 
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One additional, and more fundamental, problem of administration 
requires some comment. This is the feeling in some foreign posts that 
they are not receiving support from Washington, either in relations 
with foreign governments or in carrying out agreed-on programs. 
There were a number of complaints about slowness in procurement 
of supplies, in recruitment of personnel, and in formulation of policy. 
Even when allowance is made for the difficulties Washington faces 
in such matters as personnel recruitment, and for the natural eager- 
ness of field operators to get on with the job at hand, some of these 
complaints appear justified. 

What is even more serious is the occasional failure of Washington to 
back up a few missions in their dealings with foreign governments. 
The trip revealed evidence of at least one instance in which a foreign 
sees apparently feels that it is in a position to go over the 

ead of the United States mission and get what it wants, either from 
the State Department or from Congress. One government, which 
has a substantial budgetary deficit, has repeatedly brushed aside 
suggestions of the United States mission for tax measures to reduce that 
deficit. It has then used the deficit as an argument in Washington 
for more American aid, which our mission on the spot does not feel 
it deserves. 

Consequently, the United States mission has lost face and has 
become virtually without influence in supervising the American-aid 
program. ‘This is an intolerable situation. Either the United States 
Government should back up the missions which it has abroad in their 
dealing with foreign governments, or it should send new missions 
abroad which it can back up. But it should not permit representa- 
tives of foreign governments, or pressure groups in the United States 
sympathetic to foreign governments, to override the considered rec- 
ommendations of United States officials abroad. 


D. SURPLUS AGRICULTURAL COMMODITIES 


Not only in the technical assistance program, but in foreign eco- 
nomic policy generally, the United States is facing an increasingly 
painful dilemma caused by the pressure of its surplus agricultural 
commodities. 

In southeast Asia, particularly in Thailand and Vietnam, the tech- 
nical assistance program includes projects in rice production. In 
Thailand, experimental results indicate an increase of 25 percent may 
be feasible. In Vietnam ricelands which were abandoned because of 
military operations can be expected to come back into production. 
From the point of view of the economic development of this critical 
area and of long-term United States interests there, technical assistance 
in rice production makes good sense. Yet our policy in this regard 
is to some extent vitiated by efforts to dispose of our own rice surplus. 

In Formosa the point has already been reached where the United 
States mission has deemphasized rice production despite the fact that 
an increase in rice exports is one of the ways in which Formosa can 
become self-supporting. 

In Egypt our policies are handicapped by the fear of the Egyptians 
that American cotton will be disposed of at subsidized prices in what 
they regard as traditional Egyptian markets. It is significant that 
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Egypt is paying for Czech arms with cotton, and that Burma is pay- 
ing for Soviet machinery with rice. 

The United States is not of course under any obligation to refrain 
from fair competition in world markets in selling agricultural com- 
modities or anything else. But if we are interested in the creation of 
vigorous, western-oriented economies in the area between Cairo and 
Tokyo, then we must be extremely careful in our surplus commodity 
programs not to get in a position where we can be accused of using our 
enormous financial power to dispose of competitive surpluses at give- 
away prices. 

E. PRIVATE CONTRACTS 


Three major types of private contracts were examined—those with 
colleges, those with philanthropic organizations, and those with private 
business firms. 

The college contract is usually between an American university and 
a similar foreign institution and is underwritten by the International 
Cooperation Administration. It generally involves a two-way ex- 
change of professors, and help from the American college in establish- 
ing a particular department, such as, for example, public administra- 
tion, in its foreign counterpart. Although these college contracts 
have not been without their problems in administration and in per- 
sonnel, they seem on the whole to have been a useful device, par- 
ticularly from the long-term point of view of developing institutions 
abroad. 

Contracts with philanthropic organizations also seem to be an 
excellent means of extending technical assistance. The most notable 
example encountered on the trip was the work of the Near East 
Foundation at Veramin in Iran. This project, which is an experi- 
mental and demonstration center in various types of village- 
improvement and community-development work, was begun by the 
Near East Foundation before a government program of technical 
assistance was undertaken in Iran. It is now operated by the Near 
East Foundation under contract with the ICA and with the help of 
grants from the Iranian Government and the Ford Foundation. The 
Near East Foundation itself continues to pay part of the expenses. 
The project is not only an outstanding example of cooperation between 
government and private agencies; it is also one of the most successful 
technical assistance projects in the entire area. 

Contracts with private business firms raise more questions. These 
contracts cover a wide range of activities, from a short-range survey 
by expert consultants to long-range operation of projects. They also 
include, of course, major construction undertakings which are financed 
by economic assistance, rather than technical assistance, funds. This 
seems to be their most appropriate use, though they also have certain 
advantages in carrying out specific, limited technical assistance 
projects which can be accomplished in a few months. 

There is abundant evidence, however, that these contracts are too 
often used as a means of recruitment and as a means to break down 
Government salary ceilings. The net result is that ICA hires an out- 
side firm to do its recruiting and pays, not only the higher salaries of 
private business, but also a fee to the contractor for his recruiting serv- 
ices. As one ICA field representative put it, ‘‘We are hiring people to 
hire people, and we are losing control over the people they hire.”’ 
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In one private contract which I examined in Southeast Asia, the 
highest paid employee receives a basic compensation of $1,750 per 
month plus a 15 percent overseas differential plus a $300 a month 
living allowance. This totals $27,750 a year. Furthermore, if he 
spends 17 months or more overseas, this will all be tax free because 
his contract is with a foreign government, underwritten by ICA. 
Under this same contract, out “of a total of 24 administrative and tech- 
nical personnel not subject to overtime, 14 receive basic compensation 
of $1,000 a month or more. 

It can be argued, in favor of contracts such as this, that they make 
available to the government the services of experts which it could 
not otherwise recrvit. There is some merit to this argument, par- 
ticularly when the services are made available on a short-term basis, 
for a period of no more than a few months. But the argument becomes 
suspect when the contract runs for a period of years and provides 
for numerous employees paid more than the ICA chief of mission 
who is supposed to supervise them and be responsible for their work. 

The choice of particular firms for contracting purposes also raises 
some questions of policy. In some instances, American business 
firms have contracts to give technical assistance to foreign firms 
with which they are in competition. The disinterestedness of the 
advice given in these cases is obviously open to suspicion, however 
sound that advice may be. 


IV. Unirep Nations TrEcHNICAL ASSISTANCE 


In all of the countries visited on this trip, United Nations technical 
assistance programs were in operation alongside the bilateral programs 
of the United States. 

In general, the relationships between these two programs seemed to 
be good and getting even better. There is in most cases a rather close 
working relationship between United States and United Nations 
administrators and sometimes between United States and United 
Nations technicians as well. Machinery exists to insure against 
duplication of effort. There are also many instances of collaboration 
between the United States and United Nations agencies in the same 
project. 

But although both United States and United Nations officials are 
actively seeking to avoid overlapping projects, they have not yet— 
except in a few isolated instances—taken the next logical step in 
improving their cooperative relationship. This would be to establish 
procedures which would insure, not simply that both programs did 
not do the same thing, but that one program did do the necessary 
thing. In other words, more organized attention could well be given 
to what is being omitted by both programs as well as to what is 
being done by both programs. This is a field in which the recipient 
government has a special responsibility, inasmuch as neither the 
United States nor the United Nations can undertake a project except 
upon the request and approval of the foreign government. 

The trip afforded an opportunity to talk to many U. N. technical 
assistance officials in various countries. They uniformly showed a 
firm grasp of the problems they face and exhibited an exceptionally 
high level of competence. 
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The trip left the general impression that the U. N. technical assist- 
ance program produces more per dollar expended than does the 
bilateral program of the United States. The explanation may be 
that the U. N. has less money and selects both its projects and its 
personnel more carefully. 

The U. N. program could be further improved, however, by a 
greater degree of centralization in its administration. Considerable 
progress has been made in this direction with more widespread use 
of resident representatives and with greater authority centered in 
the U. N. Technical Assistance Board to allocate funds among the 
various specialized agencies. This trend seems to be continuing, 
with the result that the U. N. program is becoming less dispersed 
and is being administered a good deal more efficiently. It could 
probably be improved even more if the Technical Assistance Board’s 
resident representatives were given authority over the technicians 
of the specialized agencies more nearly comparable to that of an 
American mission chief over United States technicians. 

The U. N. program deserves continued strong support, financial 
and otherwise, from the United States. 


V. Tue Soviet Economic OFFENSIVE 


Almost everywhere in the area covered by this trip, the stepped-up 
Soviet economic and cultural offensive is plainly evident. This 
takes the form of offers of economic and technical assistance, of 
barter deals, of the exchange of all types of technical and cultural 
delegations, and of participation in trade fairs. 

Such a trade fair was in progress at the time I was in Karachi, and 
I took advantage of the opportunity to visit the American, the 
Chinese Communist, and the Soviet exhibits. The Chinese exhibit 
covered 52,000 square feet, the Soviet exhibit 48,000, and the American 
exhibit 14,000. Both the Chinese and the Russians heavily empha- 
sized machinery, particularly electrical and farm equipment, and it 
must be candidly stated that their exhibits were most impressive. 
The American exhibit—which was well attended—tended to emphasize 
gadgetry. The principal attraction was a closed circuit television 
presentation. Also popular were a General Electric Hall of Science 
presentation (tricks with electronics), a toy electric-train exhibit, and 
a sewing-machine exhibit. A voting machine was being ignored. 
The United States made a good appearance, but it still has some 
things to learn in this field. 

The Soviet economic offensive in all its aspects is a serious matter 
and is not to be brushed off as a bluff. Neither is it occasion for 
panic on our part. It calls, perhaps, for a somewhat more generous 
attitude in regard to loans for specific, economically sound projects. 
It also calls, I think, for a more liberal trade policy on our part. 
Both of these things would be justified without regard to what the 
Soviets are or are not doing. But the Soviet offensive does not call 
for drastically altering the basic nature or scope of our foreign-aid 
program. 

What is perhaps more important is an altered American approach 
to the whole area. The United States has put more money into the 
area than the Soviets have even talked about, let alone actually de- 
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livered; yet the American performance has not aroused one-tenth the 
excitement of the Soviet talk. One explanation might be that Ameri- 
can aid has come to be taken for granted, whereas the prospect of 
Soviet aid is something new. Another explanation is undoubtedly 
that the attitude of the American Government in Washington and in 
the United Nations frequently undoes the good work of American 
technicians in the field. Asians resent having their countries called 
“foreign ratholes’’ in American debates on foreign aid. They also 
resent United States delegates politically voting with those of the 
colonial powers in the United Nations. They feel that generally the 
United States may be counted upon to side with the colonial powers 
almost everywhere. 

Nonetheless, most Asian governments would probably rather have 
help from the United States and from Western Europe than from the 
Soviet bloc. 

The current Soviet offers of economic aid put a new emphasis on 
the “‘competitive”’ aspect of ‘competitive coexistence.” This is a 
field in which the United States can compete with enthusiasm and 
with confidence of the outcome. But we will need to remember that 
competition does not necessarily mean the appropriation of more 
dollars. 

VI. Tae Country PrRoGcrams 


No attempt will be made here to describe in detail the technical 
assistance programs carried out by the United States in all of the 
countries visited. The general nature and magnitude of those 
programs are well known from previous studies. It is worthwhile, 
however, to comment briefly on special features of the programs in 
some of the countries. 

A. JAPAN 


Japan’s economic problems are not those of an underdeveloped 
country. Despite comparatively low wage rates, Japanese industry 
is handicapped by high labor costs, which result in part from obsolete 
industrial equipment and management techniques. In one way or 
another, almost two-thirds of United States technical assistance funds 
in fiscal 1956 ($644,000 out of $1 million) is going into projects in 
industrial productivity. 

The productivity agreement with the Japanese Government was 
signed in April 1955, and therefore the program has not been in 
operation long enough to be appraised fairly. It is based largely on 
the activities of the Japanese Productivity Center, which was organ- 
ized by a group of Japanese businessmen on the model of the produc- 
tivity center in the United Kingdom. The American part of the 
program consists primarily of financing the dollar costs of sending 
Japanese industrial teams to the United States and of bringing 
American consultants to Japan. The United States also supplies 
technical advice and other services to the Japanese Productivity 
Center. 

When the center was first organized it was viewed with suspicion, 
not only by labor but also by some segments of industry. This 
suspicion, particularly on the part of labor, persists, though it is 
apparently being overcome. One group of organized labor, numbering 
200,000 members, recently agreed to participate in the center. 
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Japan badly needs to increase its production and to cut its costs, 
and this seems a wholly appropriate field for American technical 
assistance of the kind now being given and contemplated. There is 
plenty of room in Japan itself and in free Asia for markets not com- 
petitive with the United States. But “productivity” is more an 
economic gospel than it is a collection of industrial techniques. It is 
the idea that management, labor, and consumers can all get a bigger 
share of a bigger pie, and that an increase in the share going to one 
group does not mean a decrease in the share going to the other. 

This idea is only beginning to be understood in Japan. It is not 
yet grasped by important groups. The American technical assistance 
program should be administered with extreme care to insure that the 
fruits of productivity are equitably distributed and that the program 
does not result in the rich getting richer while the poor stay poor. 
No matter how successful technically the program may be, it will be 
a failure—indeed, it will do positive harm—f it results in higher profits 
to business without higher wages to labor and lower prices to 
consumers. 

B. FORMOSA 


Compared with most of the other countries of Asia, Formosa is 
relatively well off. It has a considerable concentration of technical 
and administrative skills, a reasonably well developed transportation 
system, an efficient, intensive agriculture, and a comparatively high 
standard of literacy. 

In the 5 fiscal years from 1951 through 1955, United States tech- 
nical assistance expenditures in Formosa amounted to $7,939,000, 
with $2,308,000 more programed for 1956. This is less than 2 percent 
of the total United States economic program in Formosa. 

Technical-assistance projects cover a wide field of activities, but 
slightly more than half the funds are being spent in the two fields of 
education and of agriculture and natural resources. The education 
program involves contracts with Penn State and Purdue University 
ior assistance in vocational industrial and engineering education, and 
an elementary-teacher-training project is contemplated. Support is 
also given to the overseas Chinese education program, which is de- 
signed to compete with Communist China in the schooling of overseas 
Chinese. 

The agriculture program is administered by the Joint Commission 
on Rural Reconstruction, composed of 3 Chinese and 2 Americans. 
Since its establishment in 1948, the Commission has been outstand- 
ingly successful in introducing simple improvements which have had 
a marked effect not only in increasing agricultural production but also 
in raising standards of rural living. 

Our other assistance programs in Formosa urgently require reap- 
praisal. The difficulty is more political than economic. It is simply 
that, despite the enormous American expenditures, the objectives of 
our program there are not well-defined. We have not yet reached 
agreement as to whether our objective is to make the island a viable 
economic entity in itself or to generate the military strength for a 
return of the Chinese Nationalist Government to the mainland. 

The Chinese Government itself, however, is in no doubt about its 
own objective: that is a return to the mainland. As a result, there 
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is an overwhelming emphasis on military preparations, and a marked 
lack of interest in long-range economic projects. 

Formosa has the resources to become quite a prosperous little 
island if it were not for the enormous military expenditures and the 
surplus population. Even the surplus population could be absorbed 
and supported in the absence of the military drain. But further 
economic progress is highly doubtful until the United States and 
Chinese Governments reach a meeting of minds on the political 
future of the island. This would seem to be one area in which the 
United States could well adopt a considerably tougher attitude in 
the administration of its aid programs. 


Cc. VIETNAM 


The most impressive thing about Vietnam is that it exists. 

Rarely if ever in history has a state come into being amid such 
inauspicious circumstances: arbitrarily split in two at the end of a 
bitter 8-year war; suddenly given independence after a period of 
colonialism during which the colonial power made no effort at all to 
train civil servants or to prepare the people for self-government in 
other ways; faced with an influx of 800,000 refugees from the north; 
confronted with open rebellion on the part of pirates and bandits 
masquerading as religious sects; threatened by Communist infiltra- 
tion and subversion; and, withal, launched upon its career as a mem- 
ber of the family of nations with virtually no economic resources. 

Yet despite these handicaps, Vietnam not only exists but it gives 
promise of continuing to exist. A measure of political stability has 
been brought to the country, and the government of President Ngo 
Dinh Diem is demonstrating really admirable and remarkable courage 
in facing problems which would cause lesser men to throw up their 
hands in despair. 

United States military and economic assistance and United States 
political support have played a vital part. The need has been so vast 
and so urgent that it is not surprising that many programs have been 
instituted on a crash basis with inadequate planning. Other pro- 
grams, once started, had to be abandoned because of unexpected shifts 
in the military situation. It would indeed be a carping critic who 
would find fault with the dimes which have been wasted when the 
dollars have accomplished so much. 

The technical assistance program, as such, is of very recent origin 
in Vietnam, although the Vietnamese have been receiving technical 
assistance from other appropriations for several years. In fiscal 1955, 
$7,200,000 in defense-support funds were expended for this purpose 
in a wide variety of fields. The administration presentation to Con- 
gress for fiscal 1956 contemplated a $7.5 million technical cooperation 
program for the three states of Vietnam, Laos, and Cambodia, but as 
of late September no country allocations of this fund had been made. 

The present is an appropriate time, perhaps, to reappraise the 
technical assistance program in Vietnam and to redirect it into basic 
long-range projects which will make a lasting contribution to the 
country’s economy. 

Among the projects which appear particularly meritorious are those 
for introducing the remarkable tilapia fish (which can be raised in 
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rice paddies and which will greatly improve the Vietnamese diet), 
trachoma control and malaria control (emphasizing prevention as 
well as cure), and nurses training. 

Among projects for which the justification is obscure are contribu- 
tions to a fine-arts school, to a radio and electricity school, and to a 
marine navigation school. Most of the graduates of these last two 
schools cannot find jobs in the Vietnamese economy, and the question 
arises as to why such people should be trained in all three schools 
when other needs are more pressing. 


D. THAILAND 


The technical assistance program in Thailand began in 1950 and is 
therefore one of the oldest in the world outside Latin America. For 
fiscal 1955 it amounted to $6.4 million, with the biggest projects in 
public administration, education, transportation, and public health, 
in that order. 

From the beginning of the program to June 30, 1955, total allocations 
amounted to $32.4 million, with $21.8 million of that amount being 
actually expended. These expenditures were divided as follows: 


Million 
Salaries of United States technicians. -...........--4--.--.----------.«-- $2. 9 
GIGS Us EN WEEN MEN. ncn ccusneeh apeatehecnondeaheehdem 2.1 
Commodities, supplies, equipment--.-_...........-.------24------ ++ eee 16. 8 


This breakdown suggests one of the faults of the program—too 
heavy an emphasis on supplies and equipment. 

This is being corrected, so far as the technical assistance program is 
concerned, as shown by the fact that in fiscal 1955, out of total obli- 
gations of $6.4 million, commodities accounted for only $1.3 million. 

Within the last year, however, the United States has embarked on 
programs of defense support and direct forces support totaling, through 
June 30, $44.9 million. Unless administered with very great care, these 
programs may well run into some of the difficulties which beset the 
early technical assistance program. 

On balance, the successful technical assistance projects over the 
last 5 years probably outweigh the failures. The Thai Government 
has shown a willingness to contribute to the cost of projects and to take 
them over completely when they have become well established. 

But other steps are also necessary to create a more favorable at- 
mosphere for economic development generally. The most important 
of these steps would be the breaking up of monopolies controlled 
either by the Government or by persons close to the Government. 
Some encouraging, but slight, moves have recently been taken in this 
direction, and it is to be hoped that this new course will be pursued 
with even greater vigor. 

As the United States embarks on a much larger aid program in 
Thailand, there is a very serious question as to how effective this pro- 
gram will be in helping the country generally instead of a privileged 
few. We have perhaps led the Thais to expect too much, and we 
should certainly deliver what we have promised. But it should be 
done under the most rigorous supervision of end use, and considera- 
tion should also be given to cutting the program back if this can be 
done without breaking faith. 
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E. PAKISTAN 


United States technical assistance began in Pakistan in 1952. In 
1955 it amounted to $5.3 million, and covered 50 project agreements 
in all fields, with more than half of the funds going to agriculture and 
natural resources and to industry and mines. In 1953 a special wheat 
grant of $73.7 million was made to meet famine conditions, and in 1954 
project-type economic assistance of $14.5 million was extended; but 
large-scale economic-type aid was not undertaken until fiscal 1955. 
The total United States aid program (exclusive of military assistance) 
for that fiscal year amounted to $114.2 million. 

These sizable allocations of aid, however, have not been backed up 
by the kind of administrative and overall political support which 
would enable them to be spent with maximum effectiveness. 

Pakistan seems to have been the subject of an inordinate amount 
of neglect from the Department of State. The Embassy at Karachi 
has been left for long periods without an Ambassador, either because 
of failure of the President to appoint one or because of the incumbent’s 
absence in the United States. The successive agencies administering 
the technical assistance program have been slow in recruitment of 
personnel and in delivery of supplies. There has been a dearth of 
really capable personnel assigned to the Embassy, to the information 
program, and to the technical assistance and economic programs; and 
there has also been a lack of continuity of service on the part of 
Americans. 

One result has been that the supply of materials, equipment, and 
commodities has often gotten ahead of the administrative capacities 
of both the Pakistan Government and the American mission. 

In the wheat-relief program, for example, more than half the wheat 
supplied was still in storage in Pakistan in midsummer of 1954 by 
which time a new and bumper crop was available. 

Insecticides and weed killers, supplied in connection with a plant- 
protection program, were permitted to lie on the docks of Chittagong 
from August 1954 until July 1955, by which time they had deterio- 
rated so much that they were of little value. 

It is apparent that problems of this nature will increase many times 
as the United States aid program switches from more or less pure 
technical assistance to substantial economic aid. 

It is long past time for a good, hard, new look at, and reorganization 
of, the program on the basis of long-term or at least medium-term 
(say 5 years) planning. This effort is now underway, both in the 
Pakistan Government, which is finally at work on a logical, consistent 
economic plan, and in the ICA mission in Karachi. ICA/Washington, 
which is by no means blameless for the shortcomings of the Pakistan 
program, should give this effort its full support. If political con- 
siderations dictate continuance of economic aid to Pakistan at any- 
thing approaching recent levels, the United States should insist on a 
much greater administrative role for Americans, and the Americans 
chosen should receive more support from Washington than has always 
been the case in the past. 

F. INDIA 


United States assistance to India has totaled $458 million, of which 
$190 million was in the form of a loan for wheat in 1951. The balance 
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of $268 million has consisted of $138 million for technical assistance 
and $129.5 million for development assistance. Of the total amount 
of $268 million, $113.5 million had actually been expended through 
the end of fiscal 1955. 

There are few American-aid programs outside Europe which have 
been more successful. Aside from the wheat loan, which was made 
to meet an emergency famine situation, United States assistance has 
been dovetailed into the Indian economic development program, 
which is itself well planned. 

The Indian first 5-year plan will end next March, and it is already 
evident that the plan will be a success, attaining 80 to 90 percent 
of its stated goals. The goals in agriculture have been somewhat 
exceeded, and there has been a slight shortfall in industry. 

A second 5-year plan, to cover the period 1956-61, is now in process 
of preparation. It is expected to switch the major emphasis from 
agriculture to industry in an effort to provide 11 million new jobs to 
alleviate India’s massive problem of unemployment and underem- 
ployment. Indications are that the plan will call for public invest- 
ment of approximately $9 billion over the 5-year period (about twice 
as much as the first 5-year plan), and that the shortage of foreign 
exchange will amount to perhaps $800 million or $1 billion. 

The first 5-year plan has resulted in many specific accomplishments, 
all of which have increased the national wealth, but it has brought 
about only minute improvements in average standards of living. 
Even these minute improvements are important, because in too many 
Asian countries standards of living have actually declined; but what 
may for the long run be even more important are the changing atti- 
tudes which have accompanied the process of economic development. 

Government officials are less paternal; villagers are more conscious 
of their rights and opportunities. More and better lines of commu- 
nication have been established between the various levels of govern- 
ment—local, state, and national. The whole tone of public admin- 
istration—the attitude of the Government to the people and of the 
people to their Government—has been generally improved. 

The question now arises as to the future of United States technical 
and other assistance to India, particularly in view of the anticipated 
foreign-exchange deficit of $800 million to $1 billion in the second 
5-year plan. This will amount to somewhere between $160 million 
and $200 million a year. An unknown, but probably substantial, 
part of this can doubtless be raised from sources other than the United 
States Government. It is obviously in the interests of the United 
States Government, however, to continue to extend that portion 
which is necessary for the success of the second 5-year plan. Most of 
this can well be on a loan basis, as most of the recent assistance under 
the first 5-year plan has been. 

As Indian economic development proceeds, India will no doubt 
attract increasing amounts of private investment, despite the avowed 
intention of the Indian Government to create what it calls a “‘social- 
istic pattern of society.’”’ The sales possibilities of an expanding 
market in a country the size of India are incalculable. American 
business which is now operating in India is already enjoying some of 
these possibilities and seems not at all disturbed over the statements 
emanating from New Delhi which cause so much alarm among more 
conservative elements in the United States. The representative of a 
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very large American corporation with whom I talked in Calcutta 
could not have been happier. 


This is the kind of thing you dream about— 
he said. 


Our sales are increasing 15 to 30 percent a year, with no sales effort on our part 
All we have to do is deliver the goods. 

The importance of India in Asia need not be reiterated here. It 
is necessary, however, that the size of our aid program there be kept 
in perspective. Assuming that it ran as high as $200 million a year 
over the next 5 years (and that is certainly exaggerating the need), it 
would still be considerably less than our total programs in such 
smaller countries as Korea and Formosa. And the 377 million 
people of India will in the long run have a great deal more to say 
about the future of Asia than will the 22 million people of Korea or 
the 10 million of Formosa. 

G. IRAQ 


Iraq is unique among the countries visited on this trip in that it 
has, from its own resources, adequate amounts of capital available for 
internal investment. Iraqi oil revenues now amount to almost $200 
million a year and may eventually reach $250 million a year. 

The Iraqi Government has earmarked 70 percent of these revenues 
for economic development. This comes to $140 million this year, an 
amount equal to the total Government budget for all other purposes. 

In this situation, Iraq obviously does not need outside financial 
assistance. What it does need is technical assistance in training and 
in planning to meet the political and social implications of economic 
development. 

The American technical assistance program in Iraq has totaled $7.7 
million since it was started in 1951, with approximately $2.7 million 
more estimated for fiscal 1956. The program is designed to support 
Iraq’s own commendable efforts. In view of the fact that these 
efforts are themselves very considerable and are adequately financed, 
it is disturbing to note a tendency for the American program to grow 
and to disperse itself rather widely. Expenditures increased by almost 
50 percent between fiscal 1953 and 1955. A slight reduction is in 
prospect for 1956. A further slight reduction in 1957 might well 
benefit the program through forcing a tightening of objectives and 
increasing a willingness to let Iraq pay for the services which it knows 
it needs, while we concentrate our own efforts in fields where the need 
is not so apparent to Iraq. 

H. IRAN 


United States nonmilitary assistance allotted to Iran has totaled 
$210 million since 1951. Approximately three-quarters of this amount 
has come within the last 2 years, following the overthrow of the 
Mossadegh government in August 1953. 

Of the total of $210 million, technical assistance has amounted to 
$69.4 million. The bulk of United States aid has been in the form of 
commodity imports and special budgetary assistance to help the 
Iranian Government meet essential obligations pending a resumption 
of oil revenues. 








TECHNICAL ASSISTANCE 545 


Although these revenues have not yet reached a volume sufficient 
to make Iran wholly independent of outside financial assistance, the 
time has come to begin a reduction in American aid. 

A particularly discouraging setback in the Iranian program took 

place last summer when a rural-improvement program undertaken 
Surine the Mossadegh regime was amended so as to give the Jandlords 
relatively more, and the p peasants relatively less, influence. 

The Mossadegh law in question had levied a tax of 20 percent on 
landlords, with half of it going to village councils for community- 
development work. With this kind of an economic base, the councils 
were able to organize cooperatives, borrow money, and carry on the 
kind of community-development program which gave real promise of 
altering the status quo and improving the lot of the peasant vis-a-vis 
the landlord. The Iranian Majlis (parliament) has now revised this 
law so as to give the landlord credit against his tax for certain irriga- 
tion and reclamation improvements and to increase his voice in the 
village councils. The net effect is to weaken, if not to destroy, the 
economic base of the councils and to leave the whole future of the com- 
munity development program in doubt. 


I. EGYPT 


Economics is sometimes called the dismal science, and nowhere is it 
more dismal than in Egypt. Population is increasing at an almost 
explosive rate, and per capita income is declining. There is gross 
maldistribution of both land and income and a scarcity of natural 
resources. Egypt’s economic situation has been aptly characterized as 
one of “creeping starvation.” 

Yet the political and social climate in Egypt is more favorable to 
economic development than in some other countries blessed with 
greater resources. A liberal revolution which ousted King Farouk in 
1952 embarked upon a program of reform and remains dedicated to 
that goal. A land-reform program is being carried out with a con- 
siderable degree of success. Foreign capital is given very liberal 
treatment. 

It cannot be said that the United States has been very helpful in 
assisting Egypt to meet its great problems. Since 1951, a total of 
$59 million has been allocated for Egypt, but only $7 million of this 
has been spent. Even when allowance is made for the fact that more 
than two-thirds of the obligations were made within the last fiscal 
year, this is a disappointing showing for which both ICA/Washington 
and IC A/Cairo must share responsibility. 

Further, the funds which have been spent appear to have been too 
widely dispersed without benefit of clear planning or precise objectives. 
For example a demonstration community health center which I 
inspected was far more elaborate than anything which could be 
supported throughout the country in the reasonable future. 

An effort is now underway to narrow the scope of the technical 
assistance program in Egypt and to concentrate it on fewer, but 
better planned, projects. This effort should be pressed, both in the 
Cairo Mission and in Washington. 

The economic situation in Egypt obviously requires heroic measures. 
It may require somewhat more assistance than the United States has 
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yet made available, though, until both the American and Egyptian 
Governments develop a greater ability to use the funds which are 
available, increased appropriations will be of little effectiveness. 
But of perhaps even greater importance than massive American aid 
is a clear statement of policy from the United States about the dis- 
position of surplus American cotton. 


J. ISRAEL 


Since 1949 United States assistance of all kinds to Israel (including 
Export-Import Bank loans of $135 million) has totaled $403 million. 
Of this amount, $7.9 million has been in technical assistance. 

One cannot fail to be impressed by the good use to which this sub- 
stantial aid has been put. Israel has a much greater capacity than 
most other underdeveloped countries to absorb aid and a much greater 
ability to use it effectively. The country has obviously made sub- 
stantial economic progress in recent years. 

Its future, however, is still uncertain from an economic point of 
view. An enormous annual trade gap of $200 million still exists. 
This is now being closed by— 

1. German reparations, which will end in 1963 to 1965. 

2. United States aid, which is tapering off. 

3. International borrowing, the net returns from which will 
decline as carrying charges increase. 

It is calculated that agricultural development will close $50 million 
of the trade gap and that invisible exports will close at most an addi- 
tional $50 million. This leaves $100 million to be met by industrial 
development. 

Economic development in Israel must proceed within the frame- 
work and limitations of three controlling facts: 

1. Disproportionate military expenditures. Exact figures are 
concealed, but they may run as high as 30 percent of the total 
Government budget. 

2. The necessity, under present policy, for financing rather 
heavy immigration. 

3. The maintenance of a relatively high standard of living. 
Israel’s per capita gross national product is more than twice that 
of Lebanon and from 4 to 6 times that of any other neighboring 
state. 

Given these political constants, the economic solution seems to be 
to increase productivity and use the increment for investment and 
development. Productivity, however, is a matter of fairly recent 
concern, because hitherto the local market has been able to absorb 
almost everything that was produced. A Productivity Institute has 
now been established, along with a training program in industry, with 
United States technical assistance. 

Aside from the industrial productivity program, American technical 
assistance has been principally in the fields of agriculture and water 
and mineral resources. 

American aid to Israel has declined from a figure of $72.8 million 
in fiscal 1953, to an estimated level of $21.5 million in fiscal 1956. 
This trend should be continued. The technical assistance component 
of this aid has been relatively constant for the last three years at $1.5 
million a year, a figure which seems appropriate. 
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VII. ConcLusions AND RECOMMENDATIONS 


This report has emphasized the things that are wrong with the 
technical assistance program. It has done so out of a desire not to 
hurt the program, but to help it. I concluded this trip with a renewed 
confidence in the fundamental soundness of the technical assistance 
idea. Many mistakes have been made in the effort to put that idea 
into practice. In the part of the world which was covered by this 
trip there have been monumental problems resulting from military 
operations and from general military and political insecurity. It has 
been only a little more than 5 years since the program was begun. 
In that period a great deal of experience has been gained. We still 
have a great deal to learn, but at least we are now beginning to 
define the problems. 

In most areas the pure technical assistance program would probably 
benefit from a slight reduction in the funds available to it. This 
would force a more rigorous screening of projects and would stimulate 
local initiative. In one Middle Eastern country I heard of villagers 
who refused to do things for themselves on the grounds that if they 
waited long enough the United States would do it for them. 

More attention should be given to the recruiting of technical 
assistance personnel, and Congress should consider raising salaries if 
this seems to be the principal obstruction. Most personnel now in 
the field seem to be technically qualified, but too many of them lack 
the desirable degree of sympathetic understanding of local problems 
and customs. 

If technical assistance is worth doing at all—and I think it is— 
then it is worth doing right. This means primarily taking the long 
time to do it properly. It means setting goals for 10, or even 20, 
years hence and not for the end of the next fiscal year. Perhaps 
Congress should consider appropriating funds over a long period. 
Otherwise it should establish a poliey calling for annual appropriations 
over such a period. 

As one travels through Asia and the Middle East, one gets a feeling 
of the longness of history and the shortness of great civilizations. 
This area, which is now so poor, was once the seat of governments 
which dominated the known world. Yet those governments, and the 
civilizations upon which they rested, have vanished, leaving nothing 
but some impressive archeological ruins. An American cannot help 
wondering if perhaps his own Government and his own civilization 
will meet a similar fate. 

But there is one reassuring difference between the position of the 
United States today and that of former world leaders. All of the 
dominant civilizations of the ancient past were based upon the exploi- 
tation of less fortunate peoples. The United States is at least trying 
to help the less fortunate, and it has no choice, it seems to me, but 
to continue to try. 
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AppENDIx A 


Itinerary: September-November 1955 





| | 





| Leave ©] Arrive Leave | Arrive 

| | | | 
Sept. 16 | Seattle. ..... | Juneau, Alaska. | Oct. 8 Calcutta a Delhi, India, 
Sept. 17 | Juneau___- Anchorage, Alaska. || Oct. 11 | Delhi........| Srinagar, Kashmir. 
Sept. 19 Anchorage__- |} Oct. 12 | Srinagar_....| Delhi, India. 
Gent. 2 f-p7....4.. ...-| Tokyo, Japan. i} Oct. 13 | Delhi_..._- .| Karachi, West Pakistan. 
Sept. 23 | Tokyo______- Taipei, Formosa. |} Oct. 17} Karachi...--. Baghdad, Iraq. 
Sept. 25 | Taipei._...| Hong Kong. Oct. 21 | Baghdad....| Tehran, Iran. 
Sept. 26 | Hong Kong__| Saigon, Vietnam. Oct. 25 | Tehran._.--- Beirut, Lebanon. 
Sept. 29 | Saigon __..... Pnom Penh, Cambodia. Oct. 26 | Beirut_....-- Cairo, Egypt. 
Sept: 30:| Pnom Penh.| Siem Reap, Cambodia. Oct. 29 | Cairo_.__.....| Jerusalem, Israel. 
Oct. 1 | Siem Reap_.| Bangkok, Thailand. || Nov. 2} Tel Aviv....| Paris, France. 
Oct. 5 | Bangkok....| Rangoon, Burma. Noy, 4 | 
Oct. 6) Rangoon____| Dacca, East Pakistan. OTs O lenadabos ..| New York. 
Oct. 7 | Dacca....... | Caleutta, India. | 

j 





Nore.—All travel was by commercial airlines except between Saigon and Bangkok, where commercial 
air service was not available, 
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Fepenses of Senator Theodore Francis Green, member, and Pat M. Holt, staff 
member, Senate Foreign Relations Commitiee, Sept. 15 to Nov. 5, 1956 


DOLLAR EXPENSES 


Pesert and pine photogranhe. 2. ue... leis ee LAE $5. 30 
Pameoere MOLL OB. 20S 0. JA G10. Le. 21 600 Selene Leauius 1. 00 
Maps, hedies;;and jothier paners_.s cosa nd’. - - eben ose ess cus eee 4. 38 
a i a LE ow cree Senn nik ihe Sel w ai 16. 00 
Pomeeee SelennOne, ONG SOICeTAIN 68. a. 8 oo pn nn ee cen een nnee 6. 39 
Per diem in lieu of subsistence, not covered by counterpart funds: 
Sept. 15: En route (1-day, at $12 each) 2.5. .--.22-.2--222-.--- ee 24. 00 
Sept. 16-19; Alaska (4 days, at $12 each)_.__.-_-_-.---.----..--- 96. 00 
Sept. 20: En route (1 day, at $12 each)_......-....--...:.-..-.-.. 24. 00 
Oct. 6-7: East Pakistan (2 days, at $12 each)._..._.-.---.-.----- 48. 00 
Ct. B. Camulee (i. Uny. BO era enon) eo ce kl 24. 00 
Oct: 17-20: Iraq (4 days, at $12 each)__........--_.--- 2-2-2. 96. 00 
Oct: 21+26: Iran (5. days, at. $12-each)_.......-.-.---.--..------- 120. 00 
Nov, 5: 360, noute (1 day, at $l@veach)..- -. dw nese ene ned 24. 00 
SEI. Seco tei ee ed ee tae ee ee ee SO Faas 489. 07 
COUNTERPART EXPENSES 
Sept..21-22 (Japanese yen, Tokyo, 8,000) ___----- } : E. $22. 22 
Sept. 23-24 (New Taiwan dollars, Taipei, 590) - - --- uo 4) 239 23. 81 
Sept. 25 (Hong Kong dollars, Hong Kong, 263)_.___-..------------- 46. 14 
Sept. 26—-Oct. 1 (Vietnamese piasters, Saigon, 7,795) _-_.----- at 222. 71 
Oct. 2-5 (Thai bahts, Bangkok, 1,963) _ - : 7 90. 88 
Oct. 6 (Burmese kyats, Rangoon, 52)__-_- J 3 10. 97 
Oct: 9-13 (Indian rupees, New Delhi, 1,000) - Neiui PPh4 BL 210. 00 
Oct. 14-17 (Pakistan rupees, Karachi, 553) _ - deed as 116. 13 
Oct. 26 (Lebanese pounds, Beirut, 65) _- Seat RSet pines 20. 19 
Oct. 27-29 (Egyptian pounds, Cairo, 32.35). oes Pee ee os 93. 17 
Oct. 30-—Nov. 2 (Israeli pounds, Tel Aviv, 319) -_-_- ee 175. 64 
Nov. 3-4 (French frances, Paris, 35,350) ____--- . a = al Bee 101. 00 
Total__- ; 1, 132. 86 


Note.—Commercial airline tickets, Washington to Washington, were paid for in counterpart Japanese 
yen by the Department of State. 
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LETTER OF TRANSMITTAL 


Hon. Mike MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs, 
Committee on Foreign Relations, 
United States Senate, Washington, D. C. 


Dear SENATOR MANSFIELD: At your request I spent several weeks 
last fall visiting certain countries in Europe and the Near East. One 
of my duties on that trip was to examine the effectiveness of our 
technical assistance programs and to report my comments to the 
subcommittee. 

I submit herewith my observations which I hope will be helpful to 
the subcommittee in the formulation of its recommendations. 

I was accompanied on my visits by Mr. Henry F. Holthusen who 
served as consultant and whose services were most helpful to me. 
I take this means of thanking him for his help. 


Homer E. Capenart. 
Aprit 1956. 
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TECHNICAL ASSISTANCE IN EUROPEAN 
COUNTRIES 


I. INTRODUCTION 


Before discussing the results of my mission to certain European 
countries which I undertook on behalf of and at the request of the 
Subcommittee on Technical Assistance Programs pursuant to Senate 
Resolution 214, 83d Congress, I should like to invite the attention of 
the members of the subcommittee both to the legislative history of 
the Act for International Development (the technical assistance pro- 
gram, Public Law 535, 81st Cong.).and the development of technical 
assistance programs under that act. He 

It is my contention that our authority, limited to the making of a 
full and complete study of technical assistance and related programs 
alone without broader powers to investigate and assess our economic 
aid and investment policy and programs simultaneously may lead to 
narrow and inconclusive recommendations to the Congress. These 
twin forms of assistance—“know-how” and “capital’’—are insepara- 
ble. They develop in related perspective. Together they “create a 
firm economic base”’ for the democratic aspirations of their (under- 
developed countries) citizens which will enable them to “meet the 
expectations which the modern world has aroused in their peoples.” 
This was the justification made by the President in inaugurating the 
policy of technical assistance. 

The Congress in framing the Act for International Development 
left no doubt that it was the policy of the United States to assist in 
the economic development of underdeveloped countries. As Congress 
expressed this policy, it was: 
to aid the efforts of the peoples of economically underdeveloped areas to develop 
their resources and improve their working and living conditions by encouraging 
the exchange of technical knowledge and skills and the flow of investment capital 
to countries which provide conditions under which such technical assistance and 
capital can effectively and constructively contribute to raising standards of 
living creating new sources of wealth, increasing productivity, and expanding 
purchasing power. 

Both the President in his message to the Congress of June 24, 1949, 
and the Congress envisaged a program of broad international economic 
development interrelated by progressive means and of which technical 
assistance was but one—though an important—element. This was 
well stated in the June 24 message when the President related: 

Technical assistance is necessary to lay the groundwork for productive invest- 
ment. Investment, in turn, brings with it technical assistance: In general, 
however, technical surveys of resources and of the possibilities of economic 
development must precede substantial capital investment. Furthermore, in 
many of the areas concerned, technical assistance in improving sanitation, com- 
munications, or education is required to create conditions in which capital invest- 
ment can be fruitful.” 
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Congress has from time to time attempted to separate economic 
assistance and technical assistance. This attempt has stemmed, in 
large part, from a recognition of the validity and expedience of prop- 
erly administered technical aid and a desire to discontinue a program 
of prolonged grants-in-aid. 

But the military race is yielding to an economic race in the cold 
war. Wesee it in Communist overtures to Latin America, the Middle 
and Far East, and Southeast Asia. Our foreign policy while not 
changing in purpose must yield to shifting changes and needs. 

Leadership always imposes duties. The free world places in us 
a trust to augment our faith in the democratic process by deed. 
By this I do not mean that we must.continue to follow the aid patterns 
of the yesteryears or continue with impoverishing giveaway programs. 
It shall be my purpose to outline for this subcommittee’s consideration 
a realistic program for economic assistance combined with technical 
assistance which I believe will substantially achieve the full purposes 
of economic assistance to underdeveloped areas and which should 
lighten the burden of our taxpayers. 

In exposing the interrelationship of the economic aid and technical 
aid programs—and I should add frequently the military aid programs 
as well—let us examine their contiguity from the operations level. 
Looking back 5 years since the inception of the program, we find that 
Congress, lacking a clearly defined distinction between economic 
assistance and technical assistance, failed at times to delineate either 
of them in authorization or appropriations acts. Within the succes- 
sive agencies administering the multiple assistance programs, and 
particularly in field operations, there exists such an overlapping and 
complexity of purpose that clear separation of function and result is 
impossible. I adopt Senator Ellender’s comments made February 9, 
1955, as follows 


Again, this year as last, I discovered that the United States foreign assistance 
program is misinterpreted in that it does not mean the same thing to all who 
administer it. Technical assistance, as generally understood by the Congress 
and the American people is definitely not the same brand of technical assistance 
I found: in operation in many of the areas I visited. 

Even though Congress took steps last year to separate the funds spent for 
technical aid from those spent for development purposes the situation has not 
been remedied. Technical aid is being operated more or less in the nature of 
an economie aid program. The fact is that the technical assistance program, as 
I saw it practiced, is a combination of two entirely different concepts of assistance 
and the sharing of American-know-how. The legislative divorce of the two 
phases has been a divorce in hame only: Technical] aid and economic assistance 
are combined on the operational level. The result-is that we are still supplying 
not only the technicians but also the funds to construct many of the capital im- 
provements such as schools, hospitals, fertilizer plants, and the like. 


For me diligently to pursue .a. reasoned study of any technical 
assistance or “related program” in any particular country without 
ascomprehensive review of its economic pattern, its potentials, its 
capital requirements, its credit structure, our capital loans, gifts, and 
economic programs, and other pertinent facts, proved quite abortive. 

The. failure of the Technical Aid Missions to comprehend, much 
less their ability te expound, their relationship to the overall pattern 
of help we had given or were extending to each particular area was 
appalling. While each admitted an overall purpose of the Congress 
to coordinate country help; quite generally they operated in isolation. 

Maybe there is someone somewhere supervising a precise co- 
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ordination of all our varied; assistance activities in the several 
foreign countries and incidentally watching the waste and eliminatin 
the purposeless. Certainly our Ambassadors were ofttimes panfinod 
and frequently concerned with the implementation, of congressional 
intent. 

To make the most of our complete study of technical assistance, 
we have got to know the ends to which we would assist. If, as the 
Congress laid down in the Act for International Development, it is 
to help peoples in underdeveloped areas to develop their resources 
and improve their working and living conditions, we first have to 
know what these are factually. 

It might be argued that Senate Resolution 214 under which we act 
is broad enough in purpose to expand our field of inquiry to cover both 
economic assistance and technical assistance. But the words ‘related 
programs”’ seem to me to be words of lim‘tation within the compass of 
technical aid. These can be numbered to include the technical 
assistance programs of the United Nations, the Organization of Amer- 
ican States and others akin thereto, but hardly other major aid 
programs. 

I suggest, therefore, that without specific authority from’ the 
Congress, Section 2, paragraph 6, of Senate Resolution 214, empower- 
ing the committee to direct its attention to ‘the relationship between 
technical assistance, economic aid, and military assistance” is inade- 
quate to empower our subcommittee to make a thorough study with 
satisfactory recommendations to the Congress of, our economic 
assistance programs along with our technical assistance programs, 
which I regard as so integrated as to defy separation. 

Examination of our studies to date since the committee’s creation 
in August 1954 certainly convinces me that we have imposed limita- 
tions of inquiry upon ourselves. By so doing we have interpreted our 
authority as a limited one. In this I believe we have been sound. 
Again, our very limited appropriation and expenditures thereunder 
are wholly unrealistic to a study which would encompass the broadened 
field which I respectfully suggest as necessary. Therefore, I submit 
that properly Senate Resolution 214 be amended to incorporate the 
Jarger and more realistic study of technical assistance and economic 
assistance and related programs, 


Il. A Suaerestep ProGram FoR Economic AND TECHNICAL 
ASSISTANCE 


The Congress has for some time been restive over a never-ending 
tapping of our resource for foreign aid. It has disliked not only ‘the 
drain on our budget but more the uncertainty of achievement or 
commensurate results. The pattern of aid is more sporadic than 
planned. It lacks continuity in purpose and result. Frequently it 
arises from political pressure rather than from sound economics. Aid 
so given defeats the purposes of our “bold new program.” Often 
large sums given for economic assistance are unaccompanied by 
proper technological assistance and vice versa. ‘The administration 
has asked for a continuing flow of assistance to the underdeveloped 
areas of the free world. They seek both flexibility in expenditure and 
& commitment from the Congress for indefinite future pledges of 
assistance. This is difficult to accomplish as binding upon successive 
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Congresses. It would be poor foreign policy to make long-term 
commitments to our foreign friends which lack binding legality under 
our democratic process, and which, relied upon, might evaporate under 
changing domestic demands and tempers. 

Yet in the development process time is such an important element. 
We have to learn the patience of the centuries, and as leaders of the 
free world we have to pace our efforts, to match the slow march of the 
long overdue industrial revolution in the older civilizations. 

Being confused between duty and policy and result, we become 
unhappy. It is at such moments that a divergence from sound foreign 
policy intrudes. 

In studying the perplexities of assistance and of our foreign policy 
objectives, I was persuaded that our economic assistance programs 
have in general followed the pattern of Marshall plan days without 
realistic variance. Yet the almost exclusive emphasis in those early 
postwar years was upon postwar reconstruction. The volume of 
assistance itself was directed primarily to those countries which prewar 
had enjoyed economic status similar to our own. 

When the President made his inaugural address in 1949 and sug- 
gested a “bold new program’’ for underdeveloped areas, the emphasis 
shifted from that of assistance to the developed countries under the 
European recovery program to the wants and desires of lesser advanced 
countries. 

It will be recalled with what dissatisfaction the underdeveloped 
countries accepted the American thesis that priority for reconstruction 
and recovery in Europe was justified because the rest of the world 
would benefit from the revival of world trade and by the provision 
of European capital for economic development. You will particularly 
remember the complete skepticism with which Latin American coun- 
tries challenged this doctrine after they had made such valuable con- 
tributions, particularly in supply, to the war effort. They brought 
pressure for direct programs of economic development. They, along 
with other countries, asked for assistance in the forms of grants and 
loans of the magnitude extended to the Europeans. 

When the “bold new program” was announced it was immediately 
accepted by the underdeveloped countries as a pledged obligation by 
the United States to perform in kind for them as it had done for the 
developed countries. That was the commencement of our expanded 
responsibilities for free world assistance. There followed ever- 
enlarging executive organizations to implement our proposals with 
budgetary requirements and programs ill fitting the completely 
different problems of European recovery days. Postwar patterns have 
persisted and the programs seem ever to expand, and we are all restless 
about them. Reorientation seems so difficult to achieve at times in 
the bureaucratic process. 

Having announced “aid” to the underdeveloped countries, it is 
fitting to reexamine our commitment. To “aid” as I have always 
understood it is to “second another’s own exertions.” To assist is 
but to aid. So that our economic and technical assistance programs 
rightfully presumed the other fellow’s exertions as a condition prec- 
ae This is not an attempt at technical refinement but a true 
definition of our purposes in sponsoring the new program. Certainly 
this definition—broad though it be—scarcely sanctioned the continu- 
ance of the grant programs of the reconstruction years and the 
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creation of new concepts and schemes to recreate, recast, and refurbish 
the whole world over night. Nor does it avail good to expound and 
stimulate wants out of sequence with necessities. 

Gifts and grants too frequently beget ingratitude, or as Shakespeare 
put it, ‘‘benefits forgot.’’ I ask the question, ‘‘What are we attempt- 
ing to communicate to the free world?” Isn’t it basically the free- 
enterprise system? Do not all the benefits which we enjoy—material, 
intellectual and even spiritual—stem from free activity, courage, 
energy or the like? If, in our own country, we were to ask the other 
fellow to help us in our “exertions”? with know-how and capital, would 
there not thereby be created a creditor and debtor relationship? 
Would the recipient of aid expect charity? Would he appreciate it or 
even accept it? Not if I properly understand the rules and dignities 
of the free-enterprise system. 

What leads us to assume that our approach to foreign beneficiaries 
must be on any less dignified plane than that which we ourselves 
enjoy? Why have we failed to insist upon an approach with our aid 
programs which honestly and openly acknowledges the relationship 
of debtor and creditor? There is no more respected relationship 
between peoples. Did not our own country grow upon such a rela- 
tionship? When we needed aid to expand into the West, to build 
railways, construct bridges, create new industries, did we not seek 
foreign aid to finance our progress? We were happy to become 
debtors to nurture and expand our growth. Subsequently, in the 
phenomenal advance of our national product, have we not enlarged 
our credit facilities to satisfy the wants and requirements of all our 
people? Credit has been the base of our prosperity. Debtors became 
creditors and vice versa, and because of our free enterprise we have 
today become the leading creditor nation of the world. 

I propose, therefore, that we change the concept of our economic 
and technical assistance programs. I suggest that we belatedly put 
it upon a completely new basis. 

During this session of the Congress we will be called upon to appro- 
priate large sums for economic and technical aid. I suggest that we 
create by legislation a new International Development Authority. 
1 would make this authority an independent agency and incorporate 
it under the laws of the District of Columbia with indefinite life. 
I would give to it the broadest banking power to aid in financing and 
the economic development of the free nations of the world and its 
people. I would appropriate to it, as capital, a sum, commensurate 
with its long-range responsibilities and which would enable it to 
perform its purposes without the need of annual appropriations from 
the Congress. Its charter of unlimited life and powers would assure 
the free world both continuity and flexibility which cannot be guar- 
anteed of future Congresses in advance. 

You recall that in the early thirties, in our own country, when 
credit from private sources dried up, when needs were greatest and 
our private loan sources were inadequate to meet the requirements 
of enterprise, the Congress stepped in and created the Reconstruction 
Finance Corporation. 
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It is my suggestion that we apply on an international scale a similar 
pattern. 

I would have the new International Development Authority operate 
in the area where our own Export-Import Bank and the International 
Bank for Reconstruction and Development by their charter limitations 
cannot function. This is a very broad field, indeed. 

While the charter powers of the new authority would enable it to 
extend its loans to all free world nations, in practice, its Board of 
Directors would limit loans to the ‘‘free” underdeveloped areas. With 
an experienced management and personnel the authority could deter- 
mine what proper financial aid and technical assistance might well be 
given to further a well-conceived plan of development growth in 
particular instances. 

I envisage—by way of illustration—a schematic plan as follows: 

Each applicant country or area might itself create an entity similar 
to our historic Reconstruction Finance Corporation, although the 
word “reconstruction” is not descriptive of the needs of such countries. 
In fact, in certain countries there presently exist agencies with powers 
somewhat akin to the authority formerly exercised by that body in 
the United States. It would be the responsibility of such national 
finance corporations to program realistically the economic and tech- 
nical needs of their country or area. 

Any such foreign corporation or entity, which could include repre- 
sentatives of business and private enterprise in its management, 
could call upon the International Development Authority for tech- 
nical assistance in helping it toso plan. Precedents for such assistance 
exist in the operations of the International Bank and to a more limited 
extent in the Export-Import Bank. 

Having surveyed the country’s requirements and programed 
their implementation under the broad doctrine of sequence of ‘‘first 
things first”, a budget would be prepared. This budget would be 
submitted for review—for loan purposes only—to the Authority. 
The Authority would eliminate therefrom such projects as would 
normally lend themselves to private credit sources or which might 
come within the scope of the International Bank or the Export- 
Import Bank or other existing credit facilities here or abroad. There 
would be liasion established between these banks and the Authority 
for such purposes and it is suggested that the Chairman of the Authority 
be made a member of the National Advisory Council on International 
Monetary and Financial Problems. 

Representatives of the foreign finance corporation and the Authority 
having mutually reached an accord on a financial and technical aid 
program for an area both in aim and amount, a loan commitment 
would be made by the Authority to the foreign corporation. Any 
dollar commitment so given would be conditioned upon a minimum 
capital requirement for the national corporation in funds of that area. 
This affords an equity base for dollar loans, provides funds for local use 
and frees dollars for needed imports from dollar areas. 

I shall not herein suggest the terms of the collateral agreement for 
the loan between the Authority and each foreign finance corporation. 
That must abide the event and will vary in each area. 

To avoid the charge which is inevitable by the Communist bloc, 
that this plan is ‘dollar colonialism’ our loans will be made 
without conditions attached which might imply our processing the 
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loans in the area or which would give us any authority to direct 
their expenditure or to interfere with the direction or administration 
in the area. Nor shall we have any financial interest, whether as 
shareholders or otherwise, in any regional finance corporation other 
than that of creditor. That there will always remain consultation 
between debtor and creditor is axiomatic in such a relationship. The 
Authority will be ever ready when requested to furnish or to advise 
available sources of technical assistance in furtherance of development 
programs. 

As I envisage it, each foreign finance corporation will operate within 
its broad powers to coordinate the economy of its national area. 
Similar to the pattern of our old RFC it can engage in a wholesale 
pattern of help. Properly financed and staffed with dedicated per- 
sonnel, it can venture into short-term, medium-term, and long-term 
development help. It will have the collateral of all its borrowers to 
insure its solvency and continuity. While it will operate on a mini- 
mum profit base, as did our own RFC, its loans will be made with 
reasonable assurance of repayment and upon such terms as will insure 
its repayment of the obligation to us. 

I should think that this outline of capital and technical assistance 
would appeal to the underdeveloped countries. It affords them a 
friendly place to go to meet their economic aspirations. They well 
know that such help from us attaches to it no political strings, other 
than they remain fixed in democratic ideology. They know, too well, 
that Russia has never indulged in any orgy of gifts and grants and 
never will. The Soviet Union operates on a ‘‘quid pro quo”’’ basis, 
ever with Marxian ideological invasion and world conquest as its goal. 
That we must expect the Soviet Union and its satellites to expand its 
foreign trade is inevitable. That we should shudder each time that 
they announce programs of economic largess is absurd. Let us credit 
our companion countries in the Free World League with sufficient 
commonsense to be wary of such duplicity. 

I believe, too, that the leadership of the free areas comprehend the 
enormous burden which we have shared with the world. They know 
our national debt and the tax burden of our peoples. The moment 
they are faced with the fact that economic assistance programs of the 
“orant away-give away” type have ended by congressional action and 
that a new form of help is available on a much more dignified and sensi- 
ble basis, they will respect us more. 

From the point of view of our own citizens I submit that, with the 
knowledge we have attained a new sound financial approach to cope 
with the economic aspirations of underdeveloped areas will be a salu- 
tary relief. It will also be an economical one for us all, for as I see the 
International Development Authority, its funds like any other loan 
institution will revolve, and we may well expect that upon its liquida- 
tion some day to receive back into our Treasury substantially all our 
outlay in our well-conceived responsibility to aid other nations. 


III. TecunicaLt ASSISTANCE 


I am in favor of technical assistance for underdeveloped countries. 
But I have never favored indiscriminate and imposed plans. I have 
been appalled at times to see how ill-fitting, though well intentioned, 
certain of the technical-assistance programs are to the evolutionary 
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economic necessities of areas. Under questioning, I have frequently 
been unable to ascertain from our mission personnel abroad the 
genesis of these programs or the responsible national authority who 
made the request of us for the type of assistance programed. I am 
sometimes convinced that some of our area specialists make a fetish 
of their science out of all relationship or proportion to regional require- 
ments. Then, again, I question whether some of the programs con- 
form to that direction to all point 4 personnel contained in the Depart- 
ment of State Publication No. 3719 which reads: 

Today’s needs are urgent. Without prejudice to the long-range development 
aspirations of other peoples, top priority should be given to requests for coopera- 
tion in connection with economic development projects which can he undertaken 


promptly and which will make the greatest net contribution within a reasonable 
period of time. 


Assuming the creation of the International Development Authority 
and the use of that Authority by the underdeveloped countries 
toward their needs under stated economic programs, as related in the 
foregoing, I can see a complete realistic tie-in between loans and 
technical assistance. Technical assistance will only be given when 
requested by the area finance corporation. All such assistance will 
be directed to coordinated programs. This will centralize all technical 
aid within a single area authority and the exteat of such aid and the 
duration of same will be determined within the area. Having sought 
such assistance on their own initiative, they will contribute substan- 
tially to its maintenance. With inherent power to bire and fire 
remaining in the local corporation, our aid missions will avoid the 
many criticisms leveled at them within areas today. 

From the United States point of view, we will have a flexible group 
of experts, useful where needed, without building a hierarchy with life 
tenure. It will cause our experts upon completion of their overseas 
tasks to return to private enterprise and give to us the benefits of 
their experience. 

Then, truly, we will conform to original concepts of the point 4 
program, clearly stated on page 6 of the Department of State Publi- 
cation 3719, released January 1950: 

This program is not an attempt to force American ways or American capital 
upon the people of other nations. It has come into existence only because of the 
real needs and expressed desires of many peoples. What is envisaged is a program 
of development based on the concepts of democratic fair dealing. Individual 
technical cooperation projects under the program will be undertaken by the 
United States only in response to requests. Each such project will be devised 
and controlled to benefit the peoples of the areas at whose request it is being 
instituted. The part of the United States in any agreed project will remain that 
of cooperative assistance. The United States will not take responsibility for 
seeing that economic development actually takes place or providing all the 
necessary elements. These responsibilities will remain with the country request- 
ing assistance. 


IV. TELECOMMUNICATIONS 


Having devoted a considerable period of my life to the business of 
communications, it was natural that in my studies in South America, 
Europe and the Near East, I should direct considerable of my attention 
to the means of communications between peoples. When the point 
4 program was conceived, one of the principal fields of economic 
activity with which it was to deal was the subject of communications. 
It was stated: 
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Lack of modern telecommunications limits the economic progress of many 
countries. Assistance in the development of telecommunications both internally 
a neareernoney will be included in the program (Publication 3719, Department 
or $ta ° 

How can the free world cooperate, do business, defend and under- 
stand itself if proper means of rapid communication are unavailable? 
This hemisphere—North and South America—is our ultimate defense 
bastion. Within ourselves we transact business totaling sums in the 
billions annually. Matters of moment require statement and reply 
within seconds. Yet, other than the most archaic system of short- 
wave radio communication, there is no way to rapidly contact each 
other. Atmospheric and human delays ofttimes delay messages 
interminably. 

Let us examine the countries in the Near and Middle East and the 
north African countries as other examples. Telephonic communica- 
tion between these countries is frequently unattamable. Add trans- 
oceanic difficulties to those existent in the various countries with their 
most limited facilities and the net result is frustration. The same is 
true both within other countries and between the many areas of the 
free world. 

The United States leads the world in communications of all kinds. 
If there is any technical art in which we predominate, it is in the field 
of electronics. Our whole internal progress was predicated upon the 
means of instantaneous communication amongst ourselves. Our 
defense is predicated upon it and our well-being depends upon it. 

With all the billions we have given and loaned to the free world we 
are on the whole out of ready contact with our foreign friends. This 
seems to me wholly inexcusable. If there is any technical assistance 
which is more useful and more badly needed in and between free- 
world countries than telecommunications, I certainly do not know of it. 
It is vital in our defense and indispensable to our economic and ideo- 
logical well-being. 

There is no underdeveloped country in which I have been where 
the authorities have not deplored the pitiable state of their communi- 
cations systems. Each and every one of them has sought help in 
their dilemma. I am certain that all our overseas technical missions 
can verify my own experience. 

Yet the free world remains disconnected in the face of the great 
technological advances made by United States industry in economic 
communications systems. 

I suggest that our technical assistance missions should have long 
since responded to national communications needs. We are in a 
new age of communications. The microwave technique of telephone, 
telegraph, facsimile, radio and television, for example, is today an 
exact art. The free world need no longer be separated. If we 
fulfill our mission to the free world we will spread the lessons of de- 
mocracy between and among us both in sight and sound from the 
far reaches of the Pacific to the ends of the Atlantic. 

Last year the Congress passed a bill, reported favorably by our 
Foreign Relations Committee, to establish a commission to examine 
into and report upon the vital role of telecommunications in Foreign 
Affairs. This bill was enacted into law but failed to obtain the 
needed appropriation from the Congress. I most strongly recom- 
mend that our subcommittee sponsor enabling legislation to put that 
Commission in business. 
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Mission to Certain Evrorpean Countries Avuaust 19 To 
OcToBER 11, 1956 


Although the Act for International Development failed to define 
the term. “underdeveloped areas,” it was generally presumed to 
exclude European countries. The Foreign Relations Committee in 
reporting on the act interpreted the term “underdeveloped areas” 
to mean: 

* * * those areas of the American republics, the Far East, the Near East, 
and Africa where low standards of living generally prevail. 

However, even since the European Recovery program began in 
1948 until today there have been millions of dollars spent upon a 
variety of technical assistance programs in European countries, 
although they were carried on under different authority than that 
contained in the Act for International Development. The successive 
Economic Aid Authorities have consistently given technical assistance 
to Western European countries to stimulate industrial production. 
This, too, has been costly. The FOA initiated exchange of persons 
programs in Europe to the same end. These continue. 

When the European Productivity Agency was established in 1953 
its stated purpose was: 
to promote the widest possible application of the latest technical know-how, 
managerial skills, and sociological methods in European industry, commerce, and 
agriculture. 

The United States contributed $2.5 million to this Productivity 
Agency of the original financing of $10 million (dollar equivalent). 
During the past 2 years the FOA and its successor the ICA have con- 
tinued to support the Agency by contributing to the costs of specific 
European Productivity projects and activities. Particularly, it has 
provided Americans to serve as consultants on productivity staffs and 
to “spearhead the Agency’s activities in such important fields as 
marketing, production, planning, foreman training, labor-union ac- 
tivity, and agricultural extension.” 

In the fiscal year 1956 this European Productivity Agency proposes 
to review and coordinate all regional and bilateral country technical 
exchange projects. It also hopes to combine individual country 
projects in the same field into regional projects under which the 
countries will benefit not only from United States experience but also 
from the experience of other European countries. 

It is my opinion that all the aforestated programs come within the 
purview of this subecommittee’s authority. They certainly can be 
classified as technical assistance, and while outside of the Act for In- 
ternational Development they are ‘‘related programs.’ 

This report is not the place for me to publish my opinion as to 
the future of our economic and technical assistance activities in the 
developed countries of Europe. In broad principle I would say that 
our job of reconstruction is long since over. Yet the problem is not 
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unrelated to our military and other continuing commitments to the 
entire area. As members of the subcommittee under Senate Resolu- 
tion 214, ours is primarily a reportorial task, although conceivably 
our recommendations may well influence the full committee and 
ultimately the Congress in its decisions to terminate, change, or 
limit any part of the economic and assistance programs. 

In the time at my disposal, I attempted to evaluate the multitude 
of diversified programs and projects in certain countries in Europe. 
I reiterate that I could not do so without weighing a composite of 
technical assistance, economic aid, and military assistance. They are 
intermixed, and the several components cannot be evaluated in sepa- 
ration. Many of the facts and much of the programing is classified 
by the executive branch so that I am unable to deal with it adequately 
in this report. 

My recommendation is that if this subcommittee wishes properly to 
evaluate “the relationship between technical assistance, economic aid, 
and military assistance” (S. Res. 214, sec. 2, par. 6) and they are an 
admixture—our authority should be expanded as related in the fore- 
going. 

Thereafter staff studies, both in the United States and Europe, 
followed by hearings before our committee, would bear fruit upon 
our inquiry. 

A. GREAT BRITAIN 


My studies in the United Kingdom involved research not limited 
alone to the technical cooperation and technical exchange programs, 
for I was curious to ascertain the results of the complete interplay 
of all the recovery forces including loans, grants, gifts and all other 
kinds of aid which we had given to our principal European ally. In 
summary, I wished to see with my own eyes and hear with my own 
ears where Great Britain’s economy stood today. 

Much factual material and statistical data have been currently 
published upon various phases of Britain’s economy. General Pree 
conclusions can be drawn from them. 

I shall not belabor our committee with results of my own observa- 
tions in this report. However, there is one phase of Britain’s funda- 
mental economic structure which I would like to consider. 

The success of our economy is built upon the private enterprise 
system. Our whole system of economic rewards and punishments 
are promulgated to further free competition among us. This is not 
so in England, and I very much fear that if the situation there is not 
soon corrected Britain will be in serious economic difficulties. 

The British economy has reached a state in which both its internal 
stability and the improvement of the balance of payments depend 
upon an increase of performance and productivity, which in turn 
depends on an intensification of competition, that mainspring of 
economic progress. 

There are but few British enterprises that live by the spirit of 
competition as we know it. On the whole, industry and commerce 
in Great Britain are enmeshed in a tight network of restrictive 
measures and agreements. 

Large industrial concerns are not typical in Britain. Of approxi- 
mately 56,500 industrial firms with 10 or more workers, more than 
17,000 employ less than 25, another 25,000 employ between 25 and 
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99 persons, and less than 1,000 plants employ more than 1,000 
workers each. Together all these do not comprise three-tenths of 
all industrial workers in Great Britain. Conditions are similar in 
commerce. Of the 790,266 persons engaged in wholesale trade in 
Great Britain, according to the census of 1950, no less than 43,207 
were business owners. In retail trade the latter’s proportion was 
even higher, with 45,000 independent firms controlling about 85 
percent of all stores and accounting for about three-fifths of the 
total national retail trade. (See Heymann’s Article, Swiss Review 
of World Affairs, vol. V, No. 7 October 1955.) 

In the highly competitive industrial age in which we live, with 
mass capital in production and distribution, with automation upon 
us, this structure of the British economy seems to me to be obsolete. 
Obviously, competition in Great Britain has largely failed to eliminate 
uneconomical plants in this age of mass production and progressive 
standardization, or to adapt employment, production and distribution 
to present-day demands through a process of rationalization. 

When British industry came up against the rising competitive in- 
dustrialization of the United States and the continent and expanding 
technology, instead of meeting it face to face she sought refuge in pro- 
tective associations within herself. Instead of the Government inter- 
vening to discourage restrictive trade practices as we did in the passage 
of the Sherman Antitrust and Clayton Acts, she encouraged it. The his- 
tory of nationalization in Britain and the planned economy tendencies 
of the Labor government from 1945 to 1951 automatically led to severe 
restrictions of competition. Legal relief from “restraint of trade” is 
almost an unknown remedy. 

The British people show a surprising indifference in these matters, 
and it is only by the determined attitude of an aroused public that com- 
petition can be assured and strengthened. If the British distrust ‘cut 
prices” or lower-than-usual prices and prefer ‘‘fixed prices,” then the 
path of emergence from historic restraint of trade and monopoly is 
indeed a difficult one. Yet Britain to survive, must speedily face the 
issue and modernize—competitively. 


B. TURKEY 


My arrival in Istanbul on September 8, 1955, was unfortunately 
timed to one of the darkest hours in Turkey’s history. As we delegates 
were arriving to attend the annual meetings of the International Bank 
and the International Monetary Fund at Istanbul University, the city 
became the arena for a mass riot against its citizens of Greek origin. 
In a few hours property damage and theft reached into the multi- 
millions, and both Istanbul and the coast city of Izmir were turned 
into a shambles. Turkish citizens with Grecian origins constitute in 
large part the merchants of Istanbul. Their homes are within the city 
area, as are their Grecian Orthodox Churches. I, myself, waded 
through streets strewn with despoiled merchandise and past store after 
store gutted and wrecked by the cruel action of a wanton mob. I 
went into the Greek churches and into their adjacent graveyards and 
saw barbaric desecration of all symbols of Christian worship and of 
civilized respect for the dead. Mothers and children stood before 
ravaged homes with tears upon uncomprehending faces. 
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the Cyprus issue or false rumor about the despoiling of Ataturk’s 
birthplace, or other motive, the net result was that the Turks had 
destroyed a substantial segment of theireconomy. It had all occurred 
without intervention ag oe authorities. All measures were taken to 
suppress foreign news sources from revealing the magnitude of the 
debacle to the world. But it was inevitable that the reaction upon 
Grecian people everywhere would prove devastating. And the 
Balkan Pact rested in the balance. 

We are a nation whose history has been and whose continued 
avowed pornos: remains the protection of minorities. It can be 
argued that this upheaval was an internal matter and solely the 
concern of the Turkish Government. I did not so view it then when 
I witnessed it, nor have I so viewed it from afar. Our role as we 
pour forth our technical, economic, and military resources is to couple 
our aid with the tenets of civilization and democracy. We cannot 
support the efforts of peoples of underdeveloped areas to develop 
their resources with our resources and remain silent while uncurbed 
passions raze the fruits of development. 

When on March 12, 1947, the President speaking to the Congress 
related the predicament of Greece and Turkey his plea for assistance 
to Turkey was to effect the “modernization necessary for the mainte- 
nance of its national integrity.’”’ The President stated that assistance 
should be given “primarily through economic and financial aid which 
is essential to economic stability and orderly political processes.” 

When the Assistance Act to Greece and Turkey became law on 
May 22, 1947 it authorized $400 million to be used for the purchase of 
goods and services and to provide technicians, other trained persons, 
and military advisers in limited numbers. Assistance was made con- 
ditional on freedom of movement, observation and reporting in Greece 
and Turkey by American officials and representatives of the press and 
radio. 

As a separate program, assistance to Greece and Turkey was short- 
lived, for with the passage of the Economic Cooperation Act in 1948 
the Greek-Turkish program came under the Economic Cooperation 
Administration. However, in the intervening 9 months $337 million 
of the $400 million appropriated was spent with about $69 million 
going to Turkey. Nearly all of the latter sum went to strengthening 
the Turkish military establishment. 

The approach of the Economic Cooperation Administration to the 
Turkish problem was twofold. The first was that of modernizing the 
Turkish Army to reduce the economic burden imposed on the Turkish 
economy by the large military establishment that the threat of Soviet 
aggression made it necessary to maintain. The second approach was 
that of strengthening the economy through developing Turkish 
mineral resources, such as coal, improving transportation and the 
techniques of agricultural production, and stimulating investment. 

In general, throughout the intervening years, that general approach 
to the Turkish problem has persisted. 

72888—57——-37 


Whatever be the pretended cause for this wentesey; whether it was 
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The technical cooperation program in Turkey has as its purpose 
to complement the defense support program by contributing to eco- 
nomic stability within Turkey, the maintenance of adequate living 
standards and education to improve technical standards. 

The basic idea behind technical assistance in Turkey is to train 
the Turks themselves not only to do the same things American 
technicians have done for them, but to learn how to move forward 
in development planning, to administer and maintain operations, and 
to judge the direction of new projects and to choose priorities among 
them. Success in this training plan advances the day when the 
United States can withdraw, leaving to the Turks the burden of 
moving ahead without extraordinary help. 


1. Support and acceptance of program in country 


Technical assistance is not new in Turkey. Long before the advent 
of the United States aid program, the Turks were purchasing various 
forms of technical know-how from other countries, Russia, Germany, 
France, England, and the United States. For 30 years they have 
had an organized program for sending young students to European 
and American schools for formal technical education. 

The fault has not been in the concept or theory of the program which 
the Turks attempted, but in the way in which it was administered; in 
the selection of the type of assistance; the timing and the followup 
given in each instance. For example, recipients of Government 
scholarships to foreign universities were selected through favoritism 
and influence. They were not encouraged to study business adminis- 
tration, science or other professions in which Turkey badly needed 
personnel. For the most part they studied only engineering. On 
returning to their own country, the mere fact that they had acquired 
a degree assured them of a responsible position, frequently without 
regard as to whether they were qualified. 

Turkish efforts to import know-how have been equally ineffective. 
Foreign advisers were hired at high salaries, but their advice was 
seldom utilized and their reports and recommendations were carefully 
filed away. Occasionally the advisers were adventurers, unqualified 
for their tasks, but more often they were able men, willing to give 
valuable assistance in their fields, and would have done so had pro- 
vision been made for the effective utilization of their services and the 
carrying out of their recommendations. The natural resistance to 
innovations was not recognized by department heads, and thus 
recommendations which called for changes were discredited by those 
who might be adversely affected temporarily. For these reasons, 
the tangible returns from the large Government investment in technical 
assistance were meager. 

When the United States Government program was inaugurated, it 
was viewed by the Turks as a continuation of their old an generally 
outmoded system. The availability of dollars did not outweig 
their distrust of the new concept. Furthermore, the cost in Turkish 
lira to the various Government agencies was often more than the old 
type of technical assistance. In addition the United States Govern- 
ment set up counterpart deposit requirements and other conditions 
precedent to rendering of assistance, such as utilization of agreed 
recommendations and adequate followup. This explains in part why 
the Turks were slow in requesting technical assistance and why the 
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first project did not start until early in 1950. A change of attitude 
became apparent when the first few training projects were completed 
and their own followup programs were under way. Today the need 
for technical assistance and Turkey’s ability to absorb it is unlimited, 
but there still exists a definite limitation in the amount of technical 
assistance which their administrative machinery can service properly. 
Government officials responsible for the technical assistance program 
and heads of departments who have utilized technical assistance are 
very enthusiastic about the program. They are fully aware of the 
basic factors inherent in technical assistance activities which cause 
success or failure, even though, in some instances, they are not yet 
able to plan and implement projects without help. Generally, the 
program is accepted as one of the most successful activities of the 
mission, and is often credited by Turks with achievements out of all 
proportion to cold reality. Nevertheless, it has been a real and 
effective tool in bringing about the large increase in production of 
agricultural and other oe materials. The introduction of new 
scientific techniques, sound programing methods, and efficient ad- 
ministrative organizations, together with extensive-in-service training 
programs for Government personnel, have been the principal factors 
in making this possible. 
2. Country resources devoted to program 


Turkish financial support for the technical assistance program is 
both of a direct and an indirect nature, and is derived from several 
sources. In general, it can be said that (a) their direct contribution 
has almost matched the cost to the United States Government, and 
(b) they have contributed adequate funds to implement large action 
programs in connection with and in support of technical assistance 
projects, both during the time the technical assistance project was in 
progress and in followup activities. 

I examined many of the continuing and projected technical aid 
projects and inquired into the budgeting of these programs. Without 
more detailed knowledge and further field inquiry I would not attempt 
to pass upon any of them specifically. In general I have no criticisms 
of the overall report and the personnel administering the programs. 

There are, however, two matters which I wish to comment upon for 
the subcommittee’s attention. In Turkey and other countries the 
International Cooperation Administration (ICA) has adopted the policy 
of “contracting out’ many technical assistance undertakings to colleges 
and universities and private development corporations. I believe 
that I understand the arguments in favor of such a course in certain 
instances. As yet, [ remain unconvinced in principle of the soundness 
of this decision. Farming out projects to other entities, engaged for 
profit, places the burden for results outside the responsible agency of 
the Government. Certainly the personnel selected by the contractor 
for specific jobs are often wanting in proper orientation of the con- 
cept of the assistance programs or area problems. 

They and their families may completely lack dedication to the 
overall task and be deficient in the personal qualifications of sacrifice 
and flexibility required of most of our technicians abroad. 

By engaging contractors the ICA does not control technical assist - 
ants nor can it regulate their remuneration or their privileges. Side 
by side with other technicians directly employed by the ICA this can 
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cause serious problems. Let us not forget that every American 
abroad is an envoy of either good or evil. This applies particularly to 
our official representatives. Technical perfection is not alone an end 
in itself. It is the impact which the technician makes upon the foreign 
area which is equally important. Proper selection by the ICA of all 
overseas personnel is vital. I, therefore, suggest that the subcom- 
mittee review this subject with great care. 

The second matter which concerns me relates to agriculture. Asa 
farmer I spent many hours on this and other overseas visits in the 
rural areas of the underdeveloped countries. Much of the energies of 
our overseas technical missions are devoted to agricultural problems. 
In general, farm ownership in the majority of underdeveloped countries 
which I observed is limited to small holdings. The bullock and the 
single-pronged wooden plow follow the ancient pattern. 

As yet the simple implements of metal which preceded our tractor 
age and which were the tools upon which our farm economy grew are 
unknown in extensive areas. 

Wholly ignoring the progressive stages of our own farm economy 
and hypnotized by the machine age, many of our technicians would 
overnight destroy the oxen and replace them with engines. They 
give little thought to the realities of the horse-drawn steel plow upon 
small farms and related cost and maintenance problems of the animal 
versus the machine. 

I have learned of quantities of power-driven farm machinery 
shipped to underdeveloped lands; countries without gasoline and oil 
and wholly lacking maintenance and servicing technicians. I have 
heard of vast quantities of these machines with bearings burned— 
abandoned. I learned these facts after being first regaled by the num- 
bers of tractors in an area as proof of the success of our agricultural 
program. It convinced me, if I needed further convincing, that 
briefing alone by our technical aid missions was not adequate for a 
worthwhile accounting of our economic and technical assistance 
programs. 

Our subcommittee is required under Senate Resolution 214 to 
direct its attention to the— 


relationships between the technical assistance programs of the United Nations 
* * * and those conducted by the United States— 


and also— 


the extent to which the programs have been able to utilize private agencies in 
achieving their purposes, 

In Turkey, I am informed, the United Nations is spending approxi- 
mately $750,000 on technical aid and that there is no duplication 
between us. On certain of the projects, e. g., the vaccine laboratory, 
secretarial training and public administration, both missions work 
together. 

I am happy to report that in the fields of education, both the Ford 
and Rockefeller Foundations sponsor high-school programs, library 
schools, studies in American history and literature, and have started 
a school of business administration at the University of Istanbul and 
small programs in health and social welfare. 

While liaison exists between the Technical Assistance Division and 
the United States Information Service, I recommend that more acti- 
vated planning be done by these agencies to recount our technical 
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and economic assistance programs to the Turkish population so as 
to maintain their interest, cooperation and support under the “‘self- 
help” doctrine. 

Turkish economy is presently very much out of balance. Its balance- 
of-payments position is disturbing. We must guard against the 
understandable desire of Turkish officials to undertake new technical 
and economic aid programs which might in turn create even greater 
imbalances. 

Without a complete interrelated study of our economic, military 
and technical assistance programs in Turkey, an opinion cannot be 
given as to their “effectiveness * * * in advancing the foreign policy 
of the United States.” 


3. Coordination of technical assistance programs in foreign areas 


I gave much considered thought to the subject of a proper coordina- 
tion of the various assistance programs and activities of the various 
aid missions to Turkey, as well as to other countries. Duplication is 
time rere and expensive. I conclude that the matter of coordina- 

assistance activities is primarily the responsibility of the 
recipient country. No amount of effort on the part of the cooperating 
governments or agencies can effect a systematic and integrated area 
program. ‘This is especially true in technical assistance by the very 
nature of the circumstances under which it is given, and more particu- 
larly because of the human tendency to place the efforts of one individ- 
ual or group of individuals over another. I believe that a properly 
constituted and staffed secretariat, created by host governments, 
would be able to develop total program plans and guide the day-to- 
day activities of technical assistance consultants in a way to achieve 
effective coordination. 

Such an interministerial technical assistance committee has been 
functioning in Turkey, and I recommend a careful study of its effec- 
tiveness as a pattern for other areas. 


4. Private enterprise and industrial assistance 


I am happy to report that since 1954 our technical assistance mission 
has planned and worked on an intensive private industrial develop- 
ment assistance program which proposes the creation by Turkish 
entrepreneurs of small manufacturing and processing enterprises 
throughout Turkey. While a minimum of technical assistance is 
needed, it must be of high quality and of assured continuity of action. 
Such a Turkish organization capable of carrying on an action program 
could seek to remove legislative and other obstacles which have im- 
peded the flow of private investment funds from the United States 
and other countries. Success in this would assure the development of 
jointly owned and sponsored large-scale manufacturing and procsenne 
industries. This is an activity of technical aid which I might suggest 
be undertaken in others of the underdeveloped countries. 


Cc. GREECE 


My visit to Greece followed the critical incidents in Turkey related 
in the foregoing. My time was considerably taken up reassuring 
Greek officials, patriots, and press who were openly critical of the 
failure of the United States Government to condemn publicly the 
devastation of their Greek brothers in Turkey. This was no easy 
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task. Our failure caused a deterioration in Greek-American friend- 
ship, which should have been anticipated by the State Department. 

1 am most happy to record my appreciation of the complete coopera- 
tion which I received from the members of our technical assistance 
mission in Athens. They were well prepared and well documented 
for our study. 

While there have been many improvements in most sectors of the 
economy, Greece is still considered an underdeveloped country. The 
lack of technical skills has impeded its more rapid progress. 

Since 1948 we have provided more than $10 million of technical 
assistance to Greece. ‘The primary objective of these programs has 
been to increase productivity and to raise the standard of living of the 
Greek people. This objective is in support of the overall United 
States foreign policy purpose to enable Greece to utilize its military 
strength, strategic location, and economic resources to the maximum 
in furthering our common aims. 

Perhaps the most dramatic example of the successful efforts of 
United States technical assistance in Greece is the electric power 
development project. Within a period of 5 years an American firm, 
Ebasco Services, Inc. (a wholly owned subsidiary of the Electric Bond 
& Share Co.) financed by technical assistance funds has been instru- 
mental in providing Greece with its first national power grid. Produc- 
tion of electric power has more than doubled and price of power and 
light is now within reach of the average consumer. On July 15 last 
the management of this new power network was turned over to 
Greek authorities, and United States technical assistance has been 
terminated. 

1. Technical assistance to Greece by agencies other than the USOM 

(i) United Nations and related agencies.—The only active United 
Nations technical assistance project in Greece at the present time 1s 
a statistical mission of three persons, headed by a Canadian, Dr. Louis 
Shapiro. However, a number of proposals are at various early stages 
of development or implementation. The request of the Greek Gov- 
ernment for technical assistance during the calendar year 1956 would 
involve bringing 30 experts to Greece and sending 25 Greeks abroad 
for study at a total estimated cost of $215,000. Presumably there 
will be some reduction in this figure during the actual budgeting 
process. 

In the past, the programs of the U. N. and its related agencies 
(FAO, WHO, and others) have not been very extensive. Moreover, 
the USOM has found the U. N. administrative and technical people 
to be cooperative, so that their programs and ours have been com- 
plementary and definitely not competitive. 

The technical assistance committee of the Greek Ministry of 
Coordination has also been helpful in assuring that there is no duplica- 
tion of effort between the USOM and the U. N. 

The work of the FAO provides a good example of the kind of 
thing the U. N. agencies have been doing in Greece. From time 
to time FAO has sent in technicians to study the Greek economy in 
general and to make recommendations for improvement, particularly 
in the agricultural field. FAO has conducted a number of technical 
conferences in Greece on agricultural subjects, such as the conference 
held in Salonica in September 1954 on agricultural extension educa- 
tion, which was attended by 20 Greek participants as well as experts 





| 
| 
i 
| 
i 
i 





TECHNICAL ASSISTANCE IN EUROPEAN COUNTRIES 069 


from a number of other countries. In June of 1955 the FAO, in 
collaboration with the Greek Ministry of Agriculture, held a con- 
ference in Athens on ‘‘Control of the Dacus fly’’ which is very injurious 
to olive trees in Greece. There have also been a number of such 
conferences outside of Greece which Greek specialists have attended. 

The United Nations Children’s Fund (UNICEF) has provided 
technical assistance as well as substantial quantities of machinery 
for the Greek dairy industry to improve the pasteurization of milk. 

A good example of cooperation between several U. N. agencies and 
a number of Balkan country governments is provided by the com- 
bined attack on hoof-and-mouth disease which was undertaken b 
WHO, FAO, and United States technicians working with local special- 
ists in Greece, Yugoslavia, Italy, and other countries. The work was 
successful in wiping out hoof-and-mouth disease in the entire area. 

(ii) Organization for European Economic Cooperation (OEEC).— 
The OEEC using in part funds provided from United States aid, has 
contributed in large measure to advancing agricultural techniques in 
Greece. During the fiscal year 1955, 21 training courses and work- 
shops on technical agricultural subjects were conducted throughout 
Europe, of which about 15 were attended by Greek technicians. One 
of these courses, on farm irrigation, was conducted in Greece by 
Greek Ministry of Agriculture officials working with OEEC repre- 
sentatives. At least 20 Greeks received special training in this 
course. 

(iii) The American Farm School.—The American Farm School, 
privately operated in Salonika, has been financed in part with aid 
funds. The school is giving training to many young Greek farmers 
and technicians working with the Ministry of Agriculture. Not the 
least of the benefits obtained by students in this school is a knowledge 
of English which is all-important in obtaining further technical 
knowledge. 

(iv) Near East Foundation.—The only private United States 
foundation with an active program in Greece is the Near East Foun- 
dation. In its collaboration with the USOM since 1947 the founda- 
tion has been conducting work in the following fields: 

(a) Artificial insemination. 

(6) Rehabilitation center for the civilian disabled. 

(c) Training of home economists for work in rural areas. 

(d) Experimentation in an area consisting of approximately 30 
villages for the purpose of determining the best approaches to 
the problem of applying home economic factors in rura areal 
villages. 

(e) Surveys of sociological and economic factors in rural area 
villages. 

(f) Teaching of extension methods to agriculture students at 
Salonika and Athens universities. 

In addition, the Foundation has been instrumental in establishing 
work in blind institutions, assistance to crippled children, metropolitan 
playground programs, working boys centers, and working girls centers. 


2. Future of technical assistance in Greece 
While in Athens I probed the thinking of the USOM officials as to 
their concept of the future of technical cooperation in Greece. They 
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look forward to projections of a 5-year period of assistance. While 
they are working on generalized plans, they contemplate as principal 
objectives: 
1. Improvement in productivity in agriculture, industry, and 
other economic sectors. 
2. Increase in the efficiency of utilization of Greek products. 
3. Improvement in the climate for domestic and foreign pri- 
vate investment in Greece. 

These projections are to be resolved into more specific proposals 
and the results are to be given to our subcommittee through the 
ICA/W Deputy Director for Congressional Relations as promised. 

As with other countries I was unable to determine the results of 
the technical aid program related to dollar expenditures. Nor do I 
know of any accounting method which would make this possible. 
There are so many intangibles. All we can hope to do as a con- 
gressional inquiry committee is to review the policy and programs of 
each mission from time to time and rely upon the administering au- 
thorities to do an effective field job. 

I did, however, spend some time with members of the local staff 
and I convey to the committee their enthusiasms for the effectiveness 
of our Greek program. 

My comment on the exchange-of-persons program in this and other 
countries is favorable. In my opinion, there is no more important 
and effective task that we have under the technical assistance, the 
Fulbright, and the Smith-Mundt programs than to stimulate the ex- 
change of worthwhile persons between the United States and other 
countries. These are the trained ambassadors of the future. They 
will be continuing disciples of freedom and the private-enterprise 
system. 

During my trip in all visited countries, I endeavored to ascertain, 
from nationals, criticisms of our technical assistance programs and 
their effectiveness. I am happy to incorporate in the body of this 
report a letter from Mr. Elias Krimpas, Chairman of the Central Com- 
mittee of Technical Assistance. 


ATHENS, October 6, 19565. 


Dear SENATOR CAPEHART: On September 16, 1955 I met you in the Athens 
office of the American mission and had a talk with you in my capacity of Chairman 
(from December 1952 onward) of the Central Committee of Technical Assistance. 
As I explained to you then, the said Committee has its seat in the Ministry of 
Coordination, prepares the technical assistance program, gives its opinion on the 
implementation of this program, for which its concurrence is, under the law, 
necessary, and, generally, it handles all subjects relating to technical assistance. 
The Committee is composed of persons elected by the Minister of Coordination 
among persons of certain categories and qualifications. This does not mean that 
these persons are in any way dependent, as regards their service, either on the 
Minister or the Government. 

Thus, the Central Committee of Technical Assistance is entirely independent 
and free to express its opinions, which may be accepted or rejected, but not 
modified, by the Minister of Coordination, on the other hand the American 
mission can veto such decisions of the Minister. 

In these circumstances the application of the technical assistance program and/or 
of any measure pertaining thereto presupposes, apart from the decision of the 
Minister of Coordination, the concurrence of the Central Committee of Technical 
Assistance and that of the American mission. The United Nations technical 
assistance program, in the case of which the place of the American mission is 
taken by the United Nations Technical Assistance Service or by the special 
organizations cooperating with it (Health, Labor, etc.), is an exception to this rule, 
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In our meeting of the 16th September we exchanged thoughts and I answered 
some of your questions relating to the contribution of technical assistance and 
generally of American aid, toward the reconstruction of Greece. 

My views on this subject, purely personal views, were, as you know, very 
favorable. 

You asked me whether I could let you have them on paper and I answered that 
I would gladly do that. 

I am therefore addressing to you this letter in which I give you again my views 
and of which you may make free use, 

In brief I stated the following: 

(1) The devastations caused to Greece by the war and the enemy occupation 
have been so heavy and extensive that it would have been impossible to this 
country not only to reconstruct itself but even to revive and regain its place 
amongst the free peoples. The American aid has unquestionably saved Greece 
from this danger and helped it to remain free. 

The American people should, therefore, feel sure that the economic sacrifices 
they have sustained for the benefit of Greece have helped Greece to preserve her 
freedom. Without this aid the position of Greece as well as that of the neigh- 
boring countries would certainly be different now. 

(2) The postwar reconstruction of Greece through the American aid must be 
considered a success. It may be that the whole amount of the aid has not been 
appropriated to the best ends, to the best projects or most profitably. It may be 
that projects less profitable than others were given the preference. It may be 
that the aid was even wasted in certain sectors. It may also be that the aid 
would have been more profitable if it were to be used now with the acquired 
experience, 

All these may be true and give ground for some criticism. But this is a mere 
detail compared with the general progress achieved and it is in my opinion of no 
use to know whether the Greek or the American side is more responsible for that. 
What is entirely true and worth stressing more than any of the omissions noticed 
is that the position of Greece has been considerably changed through the American 
aid. This successful accomplishment of American aid and Greek effort assumes 
still greater importance if the present position of Greece—stricken by the evils of 
war, a long and merciless enemy occupation and a destructive guerrilla warfare— 
is compared with that of neighbor countries, where no such national calamities 
took place. 

(3) From September 1939 to April 1941, when Greece was occupied by the 
enemy army, I was the Minister of Health and Social Welfare. I had then 
embarked upon a large health and welfare project and had prepared a program of 
progressive implementation thereof under optimistic and normal circumstances. 
I am not bound to state—and I gladly do it—that thanks to the American aid 
the progress achieved in the sector of health and welfare has exceeded even my 
best expectations of that time. 

(4) An examination of the other rehabilitation sectors depending on public 
action, such as public works, agriculture, etc., gives exactly the same picture. 
The roads, the harbors, the irrigation and draining works, the increase in the cul- 
tivated area and in the agricultural output, the mechanical cultivation, the 
electric power, etc., are all at an excellent standard due to the American aid. 

(5) In the early years of its application, the technical assistance to Greece was 
necessarily extended to several fields beyond the purely technical sector, such as 
health, welfare, administration, security, etc. Little by little, however, and as 
the special organizations depending on the United Nations Technical Assistance 
Service, or cooperating with it, started granting special help, the technical assist- 
ance is directed more and more to the purely technical sector and the productivity. 

The European Productivity Agency established in Paris, in their effort to find 
out the best possible way of organizing and making the most of the technical 
assistance, had a report prepared by two of their experts on the results of the 
technical assistance in Greece a few months ago, I enclose a copy of this report, 
which be it noted, cannot, for the time being, be published without the permission 
of the European Productivity Agency, as being secured by copyright. 

It is understood that the technical assistance program depends not only on the 
needs to be satisfied but also on the means allocated to this end both from 
American and Greek sides, 

A spirit of good understanding of existing needs and sincere cooperation governs 
our relations with the chief of the mission, Mr. Russell P. Drake and the mission 
officials for technical assistance, Messrs. H. P. Dawson, W. M. Tait, whom we 
repeatedly had the opportunity to thank for that. 
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As to the technical aid granted by the United Nations, without the mediation 
of the American mission, this is considered by us absolutely inadequate and it is 
really very little in comparison with the aid extended or being extended to other 
countries. The program to be applied this year will be an exception according 
to promises given to us. The expected improvement is of course not a large one 
yet it is deemed satisfactory because according to the same promises it will 
constitute the beginning of an increase in the technical aid extended by the U. N, 

(6) The rehabilitation of private enterprises, industrial or mining, has also 
been considerably assisted through the American aid. 

I am in a position to confirm this from my personal experience and immediate 
contact, because an amount of $43,967,340 or more than 50 percent of the total 
American aid to private enterprises, has been canalised through the National 
Mortgage Bank of Greece, in whose service I have been since the liberation of 
the country, at first as technical adviser and recently as subgovernor. Certainly, 
even here errors were made as in the public sector, but nevertheless the general 
results are again considered satisfactory. 

(7) During the application of the rehabilitation programs, American experts 
came, and still come, into contact with the Government services and the public; 
they fully understood the task and helped it. These Americans, of whom some 
have left Greece and some still work here, either in the American mission or in 
the American Embassy, are remembered by us as contributors to the rehabilitation 
of the country and esteemed accordingly. I mentioned some of them during our 
talk. Indicatively I should like to mention here Messrs. Print Hudson, agricul- 
tural attaché of the American Embassy, Macet Hill of the agricultural sector, 
G. Heikes, of mining, John Nuveen, DeForest MacCauley, public works consult- 
ant, R. Gilmor and Malcolm Slaght of the industrial sector and to stress at the 
same time, that apart from them, there are several other experts who have really 
done their best for the rehabilitation of the country and have contributed a lot 
to it. 

Terminating my aforesaid talk I stressed and repeated again that, bearing in 
mind the results obtained, the American citizen must have the certainty and 
satisfaction that the heavy economic sacrifices he sustained for the benefit of 
Greece have yielded really substantial results, for which Greeks are sincerely 
grateful. 

On that occasion I added, during our talk of the 16th September, that this 
feeling of general gratitude was recently shadowed by the deep sorrow we felt in 
Greece because of the silence kept till that day over the barbarous events of 
Constantinople and Smyrna against the Greeks and Greece. An exception to 
this silence, as I said, were the statements made in Athens on the eve of our 
talk, i. e. on the 15th September, by the American Senator Mr. Homer Capehart, 
who had been an eyewitness to those astounding demonstrations and events 
in Turkey. 

Yours very sincerely, 
(Signed) Eniras Krimpas, 
Chairman of the Central Committee of Technical Assistance. 


D. ITALY 


I shall not dwell at great length upon technical assistance in Italy. 
Our programs there are called technical exchange projects and fall 
outside the purview of the Act for International Development (the 
technical assistance program, Public Law 535, 81st Cong.) From 
1950 through 1954 our total dollar expenditure for technica? exchange 
programs was $1,830,000, and for the fiscal year 1955 our obligations 
in dollar funds totaled $1,202,688. 

The Italian contribution exceeded $800,000 without taking into 
account additional overhead and administrative costs not charged 
to specific projects. In all, this financing covered the activities of 
369 Italian participants and 40 United States technicians. 

I am delivering a list of all technical exchange projects, both in 
being and as contemplated, to the subcommittee for its analysis. I 
was curious as to why we should continue giving further technical 


aid to Italy out of Government funds and I give the committee the 
ICA’s argument: 
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The basic United States interest in supporting technica] exchange programs in 
Italy lies in the special opportunities they provide to foster ideas and activities 
creating sources of economic, political, and social strength for the free democratic 
forces which support the alliance of Italy with the West. Technical exchange is 
one clear way of influencing the thinking of individuals, of altering the meth of 
approaching a problem and seeking solutions for it. It provides a means for 
fostering evolutionary changes that must begin in basic steps at one remove or 
more from the final address to the actual problem. 

The basic elements of the Italian situation on which projects have focused in 
fiscal year 1955 have been the weaknesses of the institutional framework for 
acceptance of new ideas in productivity, in administration and in education, the 
weakness of the free trade unions relative to the Communist-dominated unions, 
and the inadequate structure of community involvement and participation in the 
assessment and solution of economic and social problems. The sense of isolation 
of localities from the central government and their inability effectively to assess, 
communicate, and find means to meet their needs is a source of danger from Com- 
munist exploitation of such unresolved local situations. 

The fiscal year 1955 program has made a deliberate effort to strengthen and 
encourage the development of institutional patterns to promote leadership for 
community development, administration, business management and free labor 
activity. The key institutions are the National Productivity Center, and its 
area offshoots, university and training innovations, free trade unions, and the 
Agricultural Extension Service. Some of these projects have complex implica- 
tions for the whole past pattern of Italian activity in their field and have required 
long and careful preparation before negotiations could begin, and long detailed 
negotiation before implementation. Some Italian segments are more sophisti- 
cated than others and can take more advanced approach while others need not only 
to begin simply but to ask for a greater degree of United States help in defining 
and analyzing their problems. 


I confess that over and over again I pondered the nobility of asser- 
tion of the foregoing phrases but wondered why we were involved 
upon the Government level, with the development responsibilities 
of the Italian people. The Italian authorities are quite competent to 
deal with the ‘‘productivity” of their own country. If they need 
technical outside help to guide them they know where to go and how 
to go about it. All their possible requirements outlined within the 
ICA’s argument (aforestated) can be obtained most easily from 
private sources. 

E. SPAIN 


Technical assistance, economic aid, and military assistance are 
jelled in Spain. The technical exchange program plays a major role 
in strengthening Spain’s economic capabilities. Spain’s long isolation 
from scientific and technical developments in the Western community 
during its civil war, World War II, and the immediate postwar period, 
has been a strong factor in its lack of economic viability. The pro- 
gram is designed, in part, as a direct supplement to the defense 
support program in assisting the Spanish to improve the planning 
and management of their railroads, communications facilities, high- 
way system, and defense industries. However, it is not limited 
exclusively to projects directly related to military needs, but is 
designed to strengthen the Spanish economy generally to provide a 
more stable and larger economic base in which to plan our joint 
defense program. 

To understand the problems of economic development for Spain, 
it is essential to review the structure of the Spanish economy. 

(The information which follows was supplied by our mission in 
Spain :) 
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I. SPAIN’S PROBLEMS OF ECONOMIC DEVELOPMENT 


Structure of the Spanish economy 


Spain had an estimated population of 28,750,000 at the end of 1954. The 
Spanish people have an extremely low level of living in comparison with other 
Western European countries. The per capita gross national product is equivalent 
to roughly one-half of the average for Western Europe. 

The area of the country is 194,000 square miles. Most of Spain is a wide 
hilly central plateau with an elevation of 2,000-3,000 feet, traversed by several 
mountain ranges. The remainder of the country consists of narrow coastal 
plains and mountain ranges. The soil is generally poor sand and clay with 
little vegetable matter. 

The climate of Spain is the driest of any European country. Rainfall in most 
areas is comparable to the driest part of the Western Great Plains in the United 
States. In a narrow belt in the north, however, there is from 30 to 70 inches of 
rainfall per year. 

Spain is basically an agricultural country, with 60 percent of the active popula- 
tion being employed in agriculture. Her main crops are wheat, citrus, olives, 
fruits, nuts, and tomatoes. Spain has fairly extensive mineral resources of 
iron ore, coal, pyrites, mercury, lead, copper, and sulfur. 

The pattern of Spain’s economic life exhibits strong regional concentrations. 
Heavy industry is concentrated in the Bilbao area. Barcelona is the commercial 
center of Spain; the section around Valencia is devoted to citrus production and 
products of irrigated lands such as rice; and Andalucia is largely devoted to 
production of olives and grapes. Wheat is grown principally on the dry central 
plateau. 


Basic weaknesses of the Spanish economy 


The overall shortcomings of the Spanish economy can be attributed primarily 
to basic weaknesses in three economic sectors—agriculture, electric power, and 
transportation. 

Because of the general aridity in Spain, 90 percent of the cultivated land is 
suitable only for dry farming. Wheat, the principal dry farming crop, accounts 
for approximately 25 percent of the value of total agricultural production and is 
the most important crop in 27 of Spain’s 52 provinces. Variations in the amount 
of rainfall result in extreme variations in the wheat crop, so that imports are 
required whenever output falls below consumption needs, estimated at 4.3 million 
metric tons annually. 

Although thermal power capacity has recently been increased, hydro power 
still produces approximately 78 percent of Spain’s total electric power availa- 
bilities. The result is that power production is extremely dependent upon 
adequate rainfall and severe rationing of power is required in dry years. 

In the field of transportation the railway system is so antiquated that it cannot 
keep up even with minimum demands; hence, other sectors of the economy are 
hampered by supply bottlenecks. 

In addition to the foregoing, industry in general suffers from the obsolescence 
of its industrial plants. Inability to import up-to-date machinery and equipment 
during the period beginning with the outbreak of the civil war in 1936 until well 
after the end of World War II has seriously aggravated this weakness. 

Spain’s economic weaknesses are also reflected in her foreign trade and pay- 
ments situation. While Spain’s foreign trade is the smallest per capita in Europe, 
imports include items which are highly essential to maintenance of the economy, 
e. g., petroleum, cotton, wheat, coal, wood pulp, and electrical equipment. The 
major exports of Spain, however, are largely nonbasic agricultural products, raw 
materials and luxuries, for which world demand is variable, or which suffer erratic 
fluctuations in output. Over 60 percent of foreign exchange earnings from visible 
trade in 1953 came from food and agricultural products, and of this amount 
almost 70 percent was concentrated in citrus fruits, olives and olive oil, nuts, 
bananas, wine, and tomatoes. 


Current economic situation 


Although characterized by mixed trends, economic developments in Spain thus 
far in 1955 have been relatively encouraging. Adequate rainfall over the year to 
date has permitted electricity restrictions to be averted. Heavy summer hail- 
storms, however, caused considerable crop damage. The 1955 wheat crop has 
been estimated at 3.4 to 3.8 million metric tons, as compared with the postwar 
record output of 4.5 million metric tons in 1954. 
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The 1954-55 citrus crop and citrus exports were substantially below the level 
reached in the previous year. The prospects for 1955-56 are that production will 
rise. A successful export season in 1955-56 will depend upon the ability of Spain 
to compete with north African and Israeli citrus fruitgrowers. 

Production in several basic sectors of the economy is up in comparison with 
levels attained in recent years. Steel output reached 1,100,000 tons in 1954 and 
is expected to increase by 5 to 10 percent this year. 

The year 1955 is expected to be a record one for tourism in Spain. The impor- 
tance of this development is illustrated by the fact that in 1954 foreign currency 
earnings from tourism amounted to the equivalent of $100 million in all currencies 
(of which about $30 million in dollar exchange). 

In visible foreign trade, the latest information is less cheerful and shows that 
Spain’s total exports for 1954 declined by 4.6 percent from the 1953 level. Total 
imports increased by 2.4 percent over the same period. Exports to the United 
States for 1954 ($46.7 million) dropped by about 6.5 percent from the level 
reached in 1953 ($49.9 million). Imports from the United States in 1954 totaled 
$112.9 million as compared with $72.2 million for 1953. Aid-financed arrivals 
as of August 31, 1955, amounted to $64.5 million. 


II, BRIEF HISTORY OF UNITED STATES ECONOMIC AID PROGRAMS FOR SPAIN 


A. Mutual security funds 


Export-Import Bank loans.—Financial aid extended by the United States 
Government to the present Spanish Government began with the $62.5 million 
Export-Import credit authorized by the mutual security legislation for 1951. 
By June 30, 1955, outstanding loans amounting to $55.4 million had been extended. 
The loan proceeds are being used to finance the purchase of industrial raw 
materials, wheat, fertilizers, machinery and equipment for use in agriculture, 
mining, industry, powerplants, and the railroads. : 

Two short-term loans of $12 million each also were made by the Export-Import 
Bank to finance cotton imports in 1952 and in 1953. Spain has drawn down all 
of these funds except for approximately $340,000 which have been canceled. 

Defense support assistance.—The bilateral aid agreement was signed September 
26, 1953. The Mutual Security Act of 1953 authorized $85 million in dollar 
grants for defense support. 

For fiscal year 1955 the Mutual Security Act of 1954 (Public Law 665) and the 
Mutual Security Appropriations Act of 1954 (Public Law 778) provided a dollar 
grant of $30 million and, under the terms of section 109 (McCarran amendment), 
Public Law 778, the sale for local currency of surplus agricultural commodities, 
equal in value to $55 million. 

The mutual security legislation of 1955 earmarks $50 million in grant defense 
support assistance for Spain for fiscal year 1956. While a broad illustrative pro- 
gram has been established for the use of these funds, negotiations with the 
Spanish Government concerning the fiscal year 1956 program have not yet 
been initiated. 

Of total defense support assistance amounting to $170 million for fiscal year 
1954 and 1955, procurement authorizations totaling $168.8 million have beea 
issued as of August 31, 1955; expenditures as of May 31, 1955 (paid shipments) 
amounted to $57.3 million. 

Technical exchange program.—Development of a technical exchange program 
was begun in January 1954 and the first group of projects was presented in June 
1954, at which time $606,000 were obligated from fiscal year 1954 defense sup- 
port funds. Obligations of funds for certain projects which could not be com- 
pleted before June 30, 1955, and shifts of projects to financing from fiscal year 
1955 funds resulted in the reduction of this amount to about $400,000. Expendi- 
tures through April were only $28,139 owing to the fact that the first projects 
were implemented in January 1955. 


B. Other funds 


Public Law 480.—Under the Agricultural Trade Development and Assistance 
Act of 1954 (Public Law 480) the peseta sale of surplus agricultural commodities 
equal in value to $21 million, is the agreed program to date. The commodities 
to be purchased are cotton, cottonseed oil, tobacco, and corn. Since agreement 
on this program was not reached until the end of fiscal year 1955 no expenditures 
have yet been recorded. 

CCC direct wheat sale-—The United States Government, in the spring of 1954, 
supplied Spain with wheat valued at $20 million to alleviate the country’s serious 
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breadgrain situation. Under the terms of this transaction the United States 
Commodity Credit Corporation (CCC) sold wheat for pesetas, which are used 
for United States purposes. 


C. Cost of administration of defense support programs 


The costs of administering the defense support program including technical 
exchange, insofar as they are covered by ICA, are as follows: 


| Fiscal year Fiscal year Fiscal year 
1953 1954 1955 





Defense support -------- SoS ed auadsoe bbe ote tea $83, 000 $185, 900 | $192, 485 
en Gre 00 ck 5 oes) hit ls 5h able cdccchlidabe dcbsnde ddlookdlliiaboos od | 90, 438 





III. CURRENT UNITED STATES AID PROGRAMS 


Defense support—Fiscal year 1954 and 1955.—The tables below set forth the 
form of defense support assistance for fiscal year 1954 through fiscal year 1956 
and a sector breakdown of current programs (in millions of dollars): 


























Grant | Loan | Total 
Fiscal year 1954: Defense support ouigane 85 85 
Fiscal year 1955: | 
Public Law 665 defense support | 30 | 30 
Sec. 402, Public Law 665-_- ‘ ‘ | 35 | 20 | 55 
Fiscal year 1956: Mutual Security Act of 1955 ca 50 |. 50 
| 
| 220 
' 
Fiscal Fiscal a me em 
Sector year year | Total | saeenh ai ee 
ave Ml May 31, 1955) 
| | 
Aeptomirel soeeinary 2 oss 2. oe edie 8.5 | 3.7 12.2 4.5 
Irrigation, resettlement and public utilities '__..............- 2.0 .8 | 2.8 .4 
I on isin cant nvidia Reals aetna ome aihoaas oii Iaiaiaiteas diene 12.5 6.0 18.5 1.4 
Transportation: 
Late, AUSILSUI SS Ue SO. 4d 11.0 5.0 16.0 8 
i a teen ciel iniemalh omen BO Biliseenne a Bi 0 haat pdeodanisaw 
Neen TTT ne a .7 | ee eter 
SU Sth 88s eset cnet cncauasectacesecoeticccegase WO Sicanwrears 2.0 .04 
ee ee eS eCEeY RE EOE Te ESE TL eS eet eer ese ge eae ROibGc.56.. 8.0 1.5 
I a tal treet Dainnttnithvn dv peaiinepocedl 2.0 |. hae BAe fo cansdockseeen 
i etl. eee ee aE | 2.4 | 2.7 5.1 04 
Other industry (including defense industries) - _..........---- 1.0 teasers | 1.0 . 03 
| SES OR SAPP Re eer rer eee eee 16.7 | 10.2 23.9 9.8 
Agricultural commodities: 
ie aes ns aes ereee ernerekernte<rehh ord 14.8! 2749.0 63.8 33. 5 
re ee eg ca Bh ccc tc ccc cfeddbeceese 26.0 6.0 3.8 
Te NN os ik ih nh oh odds esse cid 4) 6 1.0 028 








ne TTT ct RS ie 2 Oe Se eee are Le | 85.0} 85.0] 170.0 357.3 


1 Public utilities include harbors contiguous to United States bases, reservoirs, etc. 
2 Commodities sold to Spain for pesetas under sec. 402, Public Law 665. 
3 Includes miscellaneous items not shown in sector breakdown. 


Public Law 480 


The form of the fiscal year 1955 program of agricultural surplus sales under the 
Agricultural Trade and Development Act (Public Law 480) has been agreed upon 
as follows: $10.5 million in local currency equivalent in the form of a loan to 
Spain for economic development and the peseta equivalent of $10.5 million for 
United States use in Spain. 


Counterpart and sales proceeds programs 


(a) Grant defense support counterpart.—The use of counterpart of grant defense 
support assistance for Spain is established in the following manner in accordance 
with the aid agreement of September 1953: 30 percent of the local currency coun- 
terpart funds generated by fiscal year 1954 defense support dollar grants are for 
projects in support of the defense effort, such as transportation, munitions, etc.; 








TECHNICAL ASSISTANCE IN EUROPEAN COUNTRIES 577 


60 percent of the local currency counterpart funds are being used for the United 
States base construction program in Spain; and 10 percent are for United States 
use. 


The program for use of 30 percent of the counterpart generated by fiscal year 
1954 defense support is as follows: 


{In millions of pesetas] 





Ba lieoa ae . -- <5 enor <ivt de bo hci iled lee bene a edie 447 
BAG cg: yin mo, herpepehiniions nent rete vet aio teehee dad aaeeaeae 313 
IE WED OIE OID srs 2d y-oee3 te nieare > caine evinise cb aur oe erardee> cena eaeeieloaiine 28 
Vara Woree.. oe elk leu. clo. Se eee 50 
MannOne fo. 25 UCL. eae. et Oe a 45 
‘Teonntoal exeheings: 2.53. os Si Sc Lee il 

Totaks. oii. .esamiisledclsi dee a le ee 894 


The program for use of 30 percent counterpart funds of aid generated from the 
fiscal year 1955 defense support program has not yet been finally determined. 

(b) Agricultural sales aie section 402.—The use of peseta proceeds from 
sales of United States agricultural surplus commodities under section 402 is 
subject to a special agreement between the United States and Spanish Govern- 
ments. Under this agreement 20 percent ($11 million) of the peseta proceeds 
are being used for United States defense and other purposes; of the remaining 
$44 million of local currency proceeds, $20 million are being made available in the 
form of a 40-year loan, and $24 million in pesetas in the form of a grant for eco- 
nomic development similar to utilization of 30 percent counterpart funds 
mentioned above. 

(c) Public Law 480 sales.—Of the total local currency proceeds from sales of 
United States agricultural surplus commodities under Public Law 480 (equivalent 
to $21 million), 50 percent of the total (equivalent to $10.5 million) is to be used 
for United States purposes such as military housing and International Educa- 
tional Exchange, and the remaining $10.5 million are being loaned to Spain for 
economic development. 

(d) Technical exchange.—Complete lists of projects for fiscal years 1954 and 
1955 are shown in annex tables A and B. A total, of 11 million pesetas has been 
withdrawn from the special account of 30 percent counterpart funds for technical 
exchange purposes. As of September 1, 1955, approximately 4,900,000 pesetas 
had been authorized for the following uses: (a) Payment of international travel 
of type technical exchange teams to United States, P. 1,150,000; (6) local currency 
expenses of the civil aviation mission, P, 3,750,000. 


IV. TYPES OF TECHNICAL EXCHANGE PROJECTS 


The types of projects to which the United States is currently contributing are 
largely concentrated in economic sectors in which fundamental weaknesses are 
present; i. e., agriculture, industry, and transportation (detailed lists of projects 
are shown in annex tables A and B). 


V. MAJOR TECHNICAL EXCHANGE PROJECTS 
A. Agriculture 

Soil conservation.—United States Soil Conservationist Donald S. Hubbell 
analyzed the problem in Spain and recommended action which should be taken. 
As a result, activity has been stepped up considerably; a group of Spanish agrono- 
mists is in the United States studying the organization of the United States Soil 
Conservation Service, and an organization is in the process of being set up in 
Spain. 


B. Industry and mining 


Electric power.—Sixteen engineers and managers studied hydro and thermal 
power operations and management of electric power systems in the United States 
in the spring of 1955. 

Munitions manufacture—Two teams visited the United States to study (a) 
ammunition production and (b) manufacture of propellants and explosives with 
special emphasis on production methods and plant layout. The firm of §S. G. 

ulke has been selected to provide five specialists in munitions production to 
advise Spanish manufacturers on modern production methods. (See sec. VII.) 

Industrial management.—(a) Sixteen junior executives from Spanish industrial 
firms began a 15-month course in industrial management training at Syracuse 
University in January 1955. (6) The Spanish Government has a new school to 
teach industrial organization at an advanced level. ICA will provide American 
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a possibly under a long-term university contract, and will also provide 
or specialized training in the United States of Spanish professors appointed to 
the faculty of the new school. (c) Three groups of industrial leaders from the 
principal industrial areas of Spain will make a study of management practices in 
the United States this fall. 


C. Transportation 


In the spring of 1955, six top officials from the Spanish National Railways 
visited the United States to study railway methods of operation. They are being 
followed by four specialized groups to study operational methods and manage- 
ment. 


D. Civil aviation 
A group of five employees of the CAA arrived in the spring of 1955 to advise 
on modernization of the Spanish National Airways. The group is working on 


air traffic control, communications, and air navigation in connection with eco- 
nomic aid granted for procurement of equipment. 


VI. EXCHANGE OF PERSONS DURING THE PERIOD FROM JAN. 1 TO SEPT. 1, 1955 




















Participants 
Number of |__ Balance in 
teams training 
Departed | Returned 
Type I: 
at tt s 17 14 3 
I NE ono cnn tan cnsenusecccs 5 52 36 16 
IE lob Psu rcs bce nctbiedbencessscae- 3 35 13 22 
Arrived Departed 
Type II: 
a eo iw lle |-----2----2- 1 BE hashisa talc 
in cinta wéetinidieetn catbeney seed 1 5 0 5 





VII. PRIVATE CONTRACTS UNDER THE TECHNICAL EXCHANGE PROGRAM 


A. Project 52-036: 
Contractor: Syracuse University, Syracuse, N. Y. 
Purpose: Training of 16 Spanish junior executives in industrial manage- 
ment 
Value: $178,500 (to be reduced to $118,500) 
B. Project 52-030: 
Contractor: S. G. Yulke Co., 230 Park Avenue, New York. 
Value: Approximately $25,500 (contract to be signed in September 1955). 
Purpose: 5 munitions production specialists to advise Spanish munitions 
plants 


VIII. ORGANIZATION AND PROGRAM PROCEDURES FOR TECHNICAL AND OTHER AID 


The organization for administration of both technical and economic aid consists 
of a Combined Economic Mission which was set up after the signing of the aid 
agreement with Spain in September 1953. This mission, in which the functions 
of the Embassy Economic Section and the United States Operations Mission to 
Spain are completely integrated, is under the direction of a single head who is 
both the Embassy’s Counselor for Economic Affairs and Director of USOM-Spain. 
The integral staff is organized into four functional divisions: the Program and 
Economic Division, the Food and Agriculture Division, the Industry and Trans- 
portation Division, and the Trade, Commerce, and Investment Division. In 
addition, there is a Controller who has broad fiscal responsibilities on all ICA 
matters, a combined Embassy Labor Attaché and Labor havieer; and an Agricul- 
tural Attaché. The remaining officers in the Combined Mission are assigned to 
the various divisions irrespective of agency relationship, and their duties are 
interrelated. 

On the basis of an illustrative program which is worked out by the executive 
branch of the United States Government during each year’s congressional presen- 
tation, the mission enters detailed negotiations with the Spanish Government. 
The Spanish Government through its Directorate General for Economic Co- 
operation submits detailed requests for aid within agreed economic sectors. 
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These requests are analyzed by the mission and frequently by other American 
specialists from Government and industry. Upon Washington approval of mis- 
sion recommendations, procurement procedure is initiated. 

The organization for administering the Technical Exchange program consists 
of 3 American officers (1 under recruitment), 1 American secretary, and 2 local 
employees. Other specialists in the mission charged to Technical Bu port costs 
assist in the development of projects and render technical advice to the Spanish 
Government and other groups concerning industrial and agricultural development 
projects. There has been no turnover in personnel pactanens to TE funds, with 
the single exception of the transfer of one person to the Foreign Service. 

The development of technical exchange proses is accomplished through 
direct contact between the mission and Spanish Government ministries or private 
organizations. The prospective projects are transmitted through the Directorate 
General for Economic Cooperation to the mission for approval, and the projects 
are implemented only after submission to TCA-Washington for concurrence 
according to standard project-type assistance procedures. 


IX. EFFORTS OF THE SPANISH GOVERNMENT IN ECONOMIC DEVELOPMENT 


The table below presents the mission’s estimates of annual peseta expenditures 
(in millions of dollars) according to major fields of investment by or through the 
Government and semiautonomous agencies. 


{Peseta equivalent in millions of dollars] 


Fiscal year | Fiscal year | Fiscal year 
Investment sector 1955 1956 1957 


Na 5. os SUS 5 go 5505S se RA isha eeeeee 7.5 8.2 8.2 
FA GFWUNe WHORE. 6262 in sd bes cect dA 34.1 45.4 65. 4 
PINE <cnwncscudbine tineh beamed seme ediaaiendiiamaiiant 35.0 45.0 46.9 
NG ncuccinnangudenceadcdqakapnig ums det haiaaeaeiad 53.6 30.7 33. 5 
Re os Sc cbsUteLccucswcbneRdes So Sdcctacdeuaeaeabaeee 56.8 61.8 70. 4 
ee CD sisi mcnissivguennscusbhabocisinibtebokeussbelnnedattl 3.7 4.2 5.0 

MEN... .5dcuvedoteckevcommbaoud ontonahacaiiaenahatetn 190.7 195. 3 229.4 


In addition to the sectors listed above should be added investments in private 
companies and state-owned firms by the Instituto Nacional de Industria (INT) 
the agency of primary responsibility for financing state-sponsored industrial 

rojects. 
Based on estimates from various official and unofficial sources, total Govern- 
ment plans for economic development in connection with the sectors listed in the 
table above amount to the peseta equivalent of approximately $1.2 billion. 


ANNEX 


Taste A.—Technical Exchange projects financed from fiscal year 1954 funds 


Title Estimated cost 
SoMiacumervetio sé a. Js bet SUR UES. a a $8, 000 
Pasture management and fodder crop production and utilization_..___- 3, 200 
(iON RE CREDO, 2.0. nie nsihenrs eematneh maaan anion inane Geman 4, 000 
REE CER BOETIIE . crc ne 629 gk ikea hn ote ted Khnadteit 5, 800 
Farm mechanization training course... .............--------------- 3, 600 
Hydroelectric power study... 0605. 260 J ees Le Le 10, 400 
Thermal electric power plant engineers-_.........---.-------.------ 5, 200 
COG) UAMNT® COMSIIO IG oo fai ons tn bina mwalein Sake apiels dnecmndialie 15, 900 
Munitions Industry: 

PENERDEEER URGRUENOR: fo nes hoodie dds cewckcabuapaucencsapeliede 8, 900 

Propellante and explosives. .. 24.25 esi eek UL 6, 800 
Ordnance soneultdntinad ui-056i. stata oid a cl ceecw sh posses om 25, 500 
SERRE SI, I isk ries) canine seule £4 apie ontataniaeaiaa 14, 100 
Study of American highway practice................-....-.--.-.--- 17, 400 
CER CONNIE cnc uicing veititlsial dug dnie ann quinn ¢smtinntiitiin 3, 000 
Civil Aviation Mission, communication and navigation equipment_- .- --- 35, 480 
Training of aeronautical technicians and supervisors. --........------ 28, 500 
Industrial management traiNiNg $< .n«6 <csdesnqsad nen sods -cbmocesivcde 118, 500 

TOU e Ss Kikimencin cs dbunwe puma ueinndewsscdeeciauaameene 314, 280 


72888—57——_38 
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TaBLE B.—Technical exchange projects financed from fiscal year 1955 funds 


Title Estimated cost 
Munitions industry, ammunition (extension)_...........-..-.------- $3, 600 
Farm mechanization 


Study of processing, handling, and distribution by food and agricultural 


a amahithicibmbneaie nak 4, 480 
Use OF Birormis in Bermuwure Ginal) 1, 850 
Irrigation and recigmaation study _.................--..-..........- 4, 160 
Steel industry management and engineering study___........-.------ 8, 640 
ea sentaainian<anedwmere asters 8, 640 
Railroad methods study (extension)................._-.------------ 8, 400 
Training of aeronautical technicians and supervisors (extension) _--__.- 2, 600 
Hydraulic engineering study, water resources________-_- SN ee, 17, 400 
Training of aeronautical technicians and supervisors__.._.....-...---. 61, 740 
Teen en nnn eee eg ate hag 9, 600 
Organization and management in the machine-tool industry__.....--_- 9, 600 
Management of small and medium-size firms in the metal-working 

Se oP dn et Lk ae eka sb daw dion cc ewunbee 9, 600 
a Rh a hie a co ee eel bet comet atleast 23, 040 
EE ROMERO 6: bai pred hee cinlnh aobnne 6s <nsiimoosa-entleh<ta <a 7, 500 
[ees MRNIRON, BANOOL. .... .... « scladauaarcecseunatsanees inte dan 39, 100 
ELSIE LE LLL LE ETT 7, 680 
Management techniques in the shoe-manufacturing industry__._.____- 7, 680 
Use of cold-storage and refrigerated transport for wholesale distribution. 9, 600 
Food-processing and canning industry____.__......._.-------------- 9, 600 
aN ne ns cree oo tmamebe 24, 480 
Cotton spinning, weaving and finishing study-_-._..._.....-.-.-------- 9, 600 
I i aly waits fn gs naam cind Ms Sa 5, 376 
Organization and methods for the prevention and control of forest fires 

and forest pests. _..225_.._...-. See awiweweusweccdeteweustessce 4, 032 
Forestry range management-_______________-_- nape cuenitc ances 4, 032 
iN 0 Be a a enema cm cemennncae’ 4, 032 
et pice cncwneisbow law sowbawed 8, 064 
Animal vaccine production_____.___-__-- cent ened eamaea een 3, 000 
ee Pa een 8, 064 
I Nn rd dent arntnee ecit ave eee 5, 376 
Training program in agricultural statistical services___........-.------ 16, 128 
wn mtinn se dname 6, 048 
ee eS ee om eeenwese cémaeceeeceen 2, 688 
Irrigation problems and practices-_--- --- ici a ia ae ali c 5, 376 
De TT ee dnannaiinenbuaswamedne act as 5, 376 
Soil conservation and land utilization. __.._._..........-..---------- 5, 376 
Soil research laboratory direction. _________- icaéntiatakewheocs acces Se 
Forest utilization and products_____..._-__- i ea dle Sting apt waite 4, 032 

DR hen ac. genes Dogar sinaiaws qdeest Joswidalewn dy 381, 542 


I made extensive field surveys of our military and economic pro- 
grams during my visit to Spain and report that substantial progress 
has been made. I was keenly impressed by the high caliber of our 
defense and operations mission personnel and of the complete liaison 
between them. More important is their cooperative relationship 
with the Spanish authorities and the Spanish people, and vice versa. 
I wish, also, to commend the vital leadership and diplomacy of our 
Ambassador and his staff. 

Having committed ourselves to extensive joint military, economic 
and technical assistance programs for Spain—I suggest that our 
committee view the results at a later date when they have more 
thoroughly matured. 


F. PORTUGAL 


While Portugal had but one technical exchange project in fiscal 
year 1955, to wit, the milk quality improvement program, costing 





| 
| 
| 
| 
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paprominmniety $50,000, I determined upon a review of Portugal’s 
economy and the part the United States had played in its recent 
developments. 


(The information which follows was prepared by our mission in 
Portugal :) 


I. SUMMARY OF PORTUGAL’S ECONOMIC CHARACTER 


Portugal is in some ways an economic paradox. While on the one hand she 
has one of the lowest standards of living in Western Europe (measured by caloric 
intake per capita), on the other, her economic position is charketorionts by a strong 
currency, balanced budget, and heavy gold and dollar reserves. Possessing the 
third largest colonial empire in the world, this country, notwithstanding its small 
geographical area (about the size of Indiana and having a population of some 
9 million inhabitants) has access to vast natural resources. Yor the past quarter 
of a century since the ascendancy of Dr. Salazar to the premiership, Portugal has 
not been through any dramatic crises and its affairs have received amazingly little 
interest in other countries. 

Dr. Salazar is probably the only professor of economics (Coimbra University) 
who has been entrusted with the sweeping powers with which he has reshaped the 
whole nation according to his own theories. When he became Prime Minister in 
1932—a post he has held ever since—he introduced innumerable reforms in the 
Government and the constitution which he fathered was ratified by a plebiscite 
in 1935. It provides for a President elected for a 7-year term, a National Resentay 
elected every 4 years, and a Cabinet appointed by the President. The country 
is organized as a ‘‘corporative state” with representatives of different segments of 
national life sitting as a ‘“‘Corporative Chamber’ and acting as an advisory board 
to the National Assembly. Political parties are allowed under the constitution 
but only one, the National Union, is organized on a nationwide scale. Following 
the death of the 4-times elected President Carmona, peaceful elections in July 1951 
resulted in the elevation of General Craveira Lopes to the Presidency. Under the 
corporative system labor troubles have been reduced to a minimum, Both strikes 
and lockouts are prohibited. 

Recognizing the inertia into which some sectors of the Portuguese economy 
have fallen, Dr. Salazar embarked upon a 6-year investment program—1953 to 
1958—originally involving the expenditure of 13.5 billion escudos ($472.5 million), 
of which 7.5 billion escudos are earmarked for the Metropole and the remaining 
6 billion for the overseas territories, principally Angola and Mozambique. The 
Metropole is expected to finance 9 billion escudos of the total and the overseas 
territories will shoulder the balance. The plan which is the successor of the 14 
billion escudos 1935 economy recovery law which elapsed in 1950, was drafted by 
the administration and approved by the Cabinet and sent on September 2, 1952 
to the Corporative Chamber. The emphasis is to be placed on agricultural] devel- 
opments with particular attention being paid to irrigation, reforestation and land 
settlement; industrial development especially in hydroelectric capacity,but with 
certain industries such as iron and steel, petroJeum refining, pulp and paper and 
fertilizer accounting for appreciable investment; expanding of communication 
and transportation facilities especially with regard to the ports of Lisbon and 
Oporto; and the construction of ships and improvements in rail, telephone and 
telegraph systems. The plan for the Metropole also allocates funds toward 
construction costs for technical schools and toward the establishment of an over- 
seas territories credit bank to aid in the development of the OT’s. 

The plan’s goals in 1953 and 1954 have been only 80 percent realized owing 
partly to the lack of technical and managerial skills to launch and develop certain 
projects. Recently, an additiona) billion escudos were programed to meet in- 
creasing costs of carrying out the remainder of the program. 

The largest single source of investment will be governmental. Private investors 
are expected to contribute only about 8 percent of the total of the financing of the 
plan for the Metropole and Jess for the OT’s. The inertia of private capita) has 
forced Dr. Salazar to compel the Government to become a gigantic investor. The 
Government has, in some cases, sought to draw private capital into its economic 
enterprises and to dispose of its own share as soon as the new projects were formally 
established; but the private investor has remained relatively Jethargic. 

The fact that the banks do not perform more of a role in medium and long-term 
credit is owing not only to inertia of private capital that has forced Dr. Salazar 
to expand Government interest in new enterprises, but also to restrictive provi- 
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sions of the banking law. This apathy on the part of private capital is explained 
partly by various cumulative factors such as strong preference for individual 
investments in real estate and small owner-manager enterprises as against port- 
folio investments in large enterprises managed by others. As a result, private 
capital for the development of agricultural and industrial enterprises in large 
units is most difficult to obtain except in certain instances where the Government 
participates in an enterprise. This situation now exists to the extent that the 
Government derives roughly a billion escudos a year—about 17 percent of the 
total Portuguese budget—from revenues on its own capital investments directly 
or through various organizations it controls. 

Thus, in appraising credit facilities, it is apparent that there are deficiencies in 
the demand as well as the supply of funds. In addition to unwillingness to under- 
take new ventures, it is also true that many potential borrowers cannot provide 
minimum assurances to make them acceptable risks. 

With respect to the stringent reserve requirements, the banks are required by 
law to maintain cash reserves of at least 20 percent against their sight deposits 
and to cover fully the remaining 80 percent of sight deposits with assets realizable 
within 90 days. Some bankers favor these limitations apparently because they 
consider long-term development financing to be outside the area of commercial 
banking or because they look upon short-term commercial credit and urban 
real-estate crediting as more lucrative. On the other hand, there are some pro- 
gressive bankers who claim to be chafing under the restrictions and would favor 
some investment in medium and long-term financing. Some bankers here have 
been discussing among themselves the idea of establishing a joint development 
bank to meet the needs of the long-term credit field. This would have the effect 
of utilizing some of the private capital for worthy development schemes. With 
respect to inviting participation of foreign capital, some local bankers are fearful 
of the possible effects that competition from external capital may have on the 
local credit market. It is their feeling that Portuguese capital should first be 
mobilized for the most attractive and compensatory enterprises. 

On balance, the monetary system is inflexible. This must be viewed, however, 
in light of the fact that for a period of about 40 years Portugal had been suffering 
from disorganized budgets and unstable exchange ending with almost complete 
collapse of the escudo in the early twenties. Through severe fiscal and monetary 
measures adopted thereafter, the budget was balanced and the escudo stabilized 
culminating in the return of Portugal to a fixed gold parity in 1931. To the 
extent that restraints are required by unchanging economic circumstances—Por- 
tugal’s heavy dependence on foreign trade, the sensitiveness of the country’s 
exports and imports, the changing monetary and price conditions, and its vulner- 
ability to successions of bad crops and fish catches—it is evident that the re- 
straints cannot be relaxed without risk. Portugal must always seek to maintain 
large foreign exchange reserves and cannot afford large scale credit expansion. 

Portuguese law requires that the budget be balanced and since this is a cor- 
porative state, the Government exercises strong paternalistic controls over all 
activities as well as wages. The tax structure tends to be regressive. Revenue 
is derived primarily from excise taxes. The distribution of income is heavily 
unbalanced. The establishing of a broad base of consumer purchasing power for 
encouraging a wider market would appear essential for greater economic devel- 
opment. 

Currently, Portugal’s economic policy is as cautious as ever. The currency is 
very stable and foreign exchange and gold reserves are at high levels. Gold and 
dollar reserves, for example, are equivalent to about 2 years of aggregate current 
imports of both the OT’s and the Metropole. Although there continues to be 
considerable underemployment, stable prices and wages, great liquidity in the 
banks (with over 50 percent excess reserves prevailing) and a relatively lightly 
taxed economy, the degree of new investments for economic development is so 
modest that national income has been increasing at the rate of only 3 percent per 
annum. However, during the last few months Portugal has shifted from a strong 
creditor to a debtor position in the EPU. The slump in colonial exports, the 
poor wheat crop and the necessity to import more food have contributed appreci- 
ably to the deficit in the balance of payments on current account. Portugal has 
freed 53 percent (based on 1953 value) of dollar imports (mainly essentials such 
as food, petroleum and machinery products) but it is hoped that a more liberal 
policy will be adopted in this area. With a strong political situation (in which 
the Communist Party is outlawed) and economic stability the keynote in Portugal, 
the main problem would seem to be to encourage putting idle capital to work to 
promote private investment, raise production income, and consumption. 








| 
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Il. BRIEF HISTORY OF UNITED STATES ECONOMIC AID PROGRAM IN PORTUGAL 


The balance of payments of Portugal and its overseas territoiies, which 
normally showed a surplus on current account, had been negative from 1947 
until well after ECA aid was allotted, chiefly for three reasons: (1) A rise in 
imports caused by pent-up demand as a result of wartime shortages and by some 
inflation; (2) an increase in agriculture imports on account of poor crops; and 
(3) greater importation of capital equipment to implement the industrialization 
program. As a result, in the middle of 1949, after a loss of nearly half the war- 
time accumulation of gold and foreign exchange, the Government reversed its 
postwar policy of deficit spending, while the banks discontinued the expansion 
of credit which had helped to maintain domestic activity and the foreign deficit 
at high levels, These changes in financial policies halted the decrease in foreign 
exchange reverses. But even with the volume of total credit nearly a third 
higher in real terms than in 1939, the relative deflation has been sufficiently 
strong enough to retard Portugal’s economic activity. 

Because of this deterioration in its balance of payments position, Portugal had 
intended to apply for Marshall plan aid during early 1948. By that time the 
first aid appropriation had already been fully allotted, and Portugal was unable 
to obtain aid in 1948-49. Hence, Portugal did not become an active participant 
in the Marshall plan until 1950, nearly two years later than other countries in 
Western Europe. 

A summary of ECA/MSA/FOA/ICA dollar allotment (in thousands of dollars) 
is summarized below: 


A. Dollar allotment (in thousands of dollars) 
(1) Tome 


II ngs non a al th hs ss sss Dn ae sa Stag coma r g am ea $5, 533 
Conditional aids os. aessecde cocks Lew... eee 8, 256 
LOOD cicen S20. WA0) a duke Leena eesbiiNe ae 36, 051 

49, 840 

(2) By years: —__== 

1040-560 allotments... << ~ wssigd ceed bomaiooicur cotta 31, 500 

1950-1. asotmoente.. u~.+~sscnnaweedé ii tluaad. cia 18, 307 

1905 BNO MOR bisa cee nas news queens Je wereseelesi cee 33 

49, 840 

(3) By utilization: ——= 

SNE 5 bcs atubuesscuad Gneeacuweusesbnwneteananon meee 25, 698 

Food and agrioubturGn. .% ~ lisnsecSe ok Bude. es dcceucusls} 22, 141 

SIRO ss sees onese Sr Serres act ntescuneiee 2, 001 

49, 840 

Particulars: Dollar amount 

Whent, tye feusai. 2. J. 5 a ee no on So eddcecenses $22, 106 

Crude 68; petretetm geeGuete.. 24. or sok. cn wee ct Soaks 8, 399 

Equipment for woodpulp and paper mill____.._._.._._....-.---___-- 4, 353 

Diesel electric locomotives and parts-_--..........-.-------.-.-- 3, 305 

"CRD GU GROG soln enn bw awe sa deen eb tee Onekaniene 1, 580 

Equipment for irrigaG@on . .... ..........~.i.0e,.iedl mow. sau" 1, 439 

Equipment for hydroelectric power station and transmission lines__ 1, 123 

Equipment for'colonial airports... ... ......<-cendunei> sno dems 4 404 

Equipment for|steel tube mill... ......... Just sud. dawsdi sess 848 

Motor vehicles and equipment... _____...-.-...--.------------e 507 

Steam boilers for Lourenco Marques____...-_._------ conan naan 564 

Equipment for hospital tender for codfishing fleet_...........___- 664 

Machinery and equipment for textile factory_._.._......_________~- 497 

Other, including miscellaneous machinery and equipment_--_--_-_-__- 3, 984 

UNE cw ctwcc twang Goa awou sane ay bad ce amen dk aan 49, 773 
BRR Re eee eee oe eee ae eee Mere aoe 

NORM. Lisuleiduses sen sbuln eveum ee Ws Jowduge k oea SEL 49, 840 


B. Nondollar aid 


(1) Drawing rights: 
Actually utilized (of $27.2 million extended to Portugal)__ $18, 181, 000 
Actually extended by Portugal (of $1 million extended by 
TOPVRRRE WO GRODOD 6 ci kaa cuccesswsenndcsanmoaedennn 766, 000 
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(2) Counterpart program.'—Approximately 668 million escudos ($23.23 million) 
of 90 to 95 percent counterpart funds will be deposited against the aid from 
1949-50 to 1955-56. Of this amount, 667.04 million escudos ($23.2 million) 
have been approved for release. About half of the counterpart will have been 
utilized for hydroelectric power development already initiated by private com- 

anies in which the Portuguese Government has stock participation. The 
Lteleotebs development program is a prerequisite to the realization of the 
industrial program. A substantial portion of the additional power is being 
used for such agricultural purposes as irrigation and flood control, while the 
other uses will be for domestic lighting and to replace part of the power now 
generated in thermal plants. Another long-term objective of the program is the 
electrification of the railways. 

The remainder of the counterpart funds already utilized or authorized for re- 
lease are accounted for by agricultural and industrial improvements such as a 
slaughter house, freezing and storage plants, fertilizer factories, hospital tender 
and fishing vessels, railroad in Angola, technical schools, and an ammunition 
plant. 

All of the counterpart funds released have been utilized for economic develop- 
ment projects financed largely on a loan basis, administered by the Portuguese 
National Development Fund. Most of these loans are for 8 to 25 years at 3- 
percent interest, with the majority of the loans for 17 years. First repayments 
began in 1953. Repayments with interest are returned to the fund for financing 
other economic development projects. 

Of the 668 million escudos in counterpart funds, approximately 128 million are 
subject to reprograming with United States approval under the Zablocki amend- 
ment. 

(See Appendix A for detailed report on direct aid and counterpart program.) 


C. Technical assistance 


The first TA authorization was issued March 15, 1950. TA authorizations and 
disbursements to May 31, 1955, amount to $999,019.56 and $775,966.12, respec- 
tively, of which 62.81 percent counterpart deposits, or $288,600 of the total dis- 
bursements have been waived. This program covers a wide range of activities 
including the following projects: Douro River Valley survey, geological survey of 
natural resources in Angola and Mozambique, young engineers study group in the 
United States, development of underground water resources in Angola, survey of 
hydroagricultural and hydroelectrical schemes in Angola, and numerous small 
projects concerned with training Portuguese technicians in the United States, 
and/or using the services of United States technicians in Portugal. 





D. Cost of administration, USOM to Portugal, fiscal year 1949 to fiscal year 1956 


Fiscal year— 
| 
1951 | 1952 1953 1954 1955 





mission administration (includes 
dollar equivalent of local currency 
expenditures through fiscal year | | 
1953, program support from fiscal 

year 1952, State Department admin- 


1, Estimate total dollar expenditure for | | 
istrative support and the informa- | 


| 
| 


| 





tion program through fiscal year | 
ict Natassia dick imeninetols tales tatiana tiiwes 30, 946 |195, 334 |437, 581 |305, 062 |229,025 |130,490 | 153, 106 

2. Estimate of personnel level for mission | 

operations: | | 
Se NOOR... Li. wulicacoscnkcebue 4 10 22 19 | 12 9 8 
re ata hice 1 3 13 17| «= 9 ~ 
Turnover United States personnel | 

DDT cLS cid. i~acbesobhaadsonme 0 12 17 21 40 22 6 











1 Notrg.—Each country neonveng grants agreed to deposit in a special account its own local currency in 
an amount commensurate with the dollar cost of the grant aid received. To the extent that countries 
received assistance in the form of loans or conditional aid, they were not obligated to deposit local currency 

terpart. In the case of conditional aid, the country which received such dollar aid in turn placed at 
the disposal of other participating countries local currency in the form of drawing rights in order to stimu- 
late intra-European trade. Countries which used these drawing rights received the major benefit of this 
aia, and a to deposit an equivalent amount of local currency in their special counterpart accounts. 
Not less than 5 to 10 percent of the local currency counterpart is reserved for use by the United States; the 
remaining 90 to 95 percent belo: to the depositing country, but can be withdrawn only after the United 
States has agreed to the proposed use, 
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Ill. TYPES OF PROJECTS TO WHICH UNITED STATES HAS RECENTLY AND/OR Is NOW 
CONTRIBUTING 


Wheat and forage demonstrations project (FO~PO-1): United States, $100,000: 
Portuguese, $225,950.—Undertaken to show how production can be increased 
through an extension service when such a service takes in consideration local 
resources, needs and capabilities. Although only 5,458 demonstration plots were 
required under the contract, 6,291 were actually planted. The high yield of 
these plots has so impressed the GOP that it has allocated an additional $17,500 
(in local currency) to continue this project. 

Lime distribution demonstrations project (FO—PO-2): United States, $75,000: 
Portuguese, $82,000.—Project designed to demonstrate that when lime is sold in 
volume and when the proper methods of distribution are employed, the cost of 
lime can be sufficiently reduced to permit farmers to profitably correct soil 
deficiencies. Although contract stipulated that 10,000 tons of limestone were to 
be distributed, the final figure was 14,000 tons. Project has encouraged moderni- 
zation of production and distribution facilities (employment of personnel in this 
field has gone up with 4 new producers in operation) and the cost of lime has 
already been reduced by more than 50 percent. Sales of limestone is seven times 
above the predemonstration period. 

Milk quality improvement demonstration (FO-PO-3): United States, $60,000: 
Portuguese, $98,836.—Project initiated to train and educate farmers in methods 
of sanitation. Milk consumption should increase about as rapidly as the quality 
improves, thus increasing the income of the producers and also improving the diet 
and health of the consumers. Methods to reduce disease and to eliminate the 
slaughter of animals infected with tuberculosis will also be studied under this 

rogram. 
} Testes forage demonstration project (FO~PO-4): United States, $35,000: Portu- 
guese, $41,573.—Designed to increase forage crop production through improved 
methods of seeding, fertilizing, liming, and cultivation. Enthusiasm on part of 
agriculture officials and farmers very high. Project in initial stages. 

Portuguese coffee rust research center Pi —PO-5): United States, $44,300: Portu- 
guese, $67,325.—Coffee rust has been considered one of the most destructive 
diseases of Arabica coffee plantations in Asia, Australia, and Africa. It is hoped 
that the research center will produce rust-resisting coffee that will make possible 
rehabilitation of rust-affected areas of the world. United States funds allocated 
for this project are being used primarily for the purchase of laboratory equipment, 
construction of the greenhouses, and other such expenses. 


IV. SOME MAJOR DEVELOPMENT PROJECTS 


A. Direct dollar aid 

Pulp and paper ($4,353,407.36) Companhia Portuguese de Celulose, Cacia.— 
Construction of completely new and modern kraft pulp and paper mill with an 
annual capacity of 32,000 metric tons of unbleached kraft pulp. Mill uses wood 


from Portugal’s pine forests. Total estimated cost, $9,850,000; completed 
in 1953. 
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Railways $3,304,932.39.—Purchase of 5 Alco and 12 Baldwin locomotives. 
The Portuguese Railways Co. owns and operates all railways in Portugal, with 
the exception of 1 or 2 small branches, as the Estoril Line. 

Military factory of Braco de Prata ($918,639.29).—Government-owned, largest 
ammunition factory in Portugal. United States aid consisted of procurement of 
machine tools and equipment for the production of military equipment. Has 
substantial OSP order for ammunition. 

Steel tube mill, S. J. Madeira ($847,613.81).—This plant has an annual capacity 
of producing 8,000 tons of water pipes and 2,000 tons of pipes for other purposes, 
from 3/8 to 4inches. The mill will supply the normal needs of Portugal’s national 
and colonial markets for these sizes of tubing. Total project cost estimated 
at $1,382,000. 

Sorraia irrigation project ($898,000)..—New irrigational development (in- 
cluding construction of small powerplants) planned to irrigate and bring under 
cultivation over 100,000 acres of land. Total cost of project estimated to be 
$20.6 million. 

Hospital tender for codfishing fleet ($664,000).—Construction of a new 
hospital tender for the Portuguese codfishing fleet, to serve the fleet during the 
extended stays on the Newfoundland Banks. MSA financing provided steel 
plates, radio and X-ray equipment, main engines, compressors, and refrigerating 
equipment. Total cost estimated for project, $1,295,000. 


B. Counterpart aid 


Hydro-Electrica do Zezere, Esc. 90,000,000$00 ($3,150,000).—This includes the 
two major dam projects, Castelo do Bode and Cabril, with a total output of 
640 million kilowatt-hours which supplies power to Lisbon and some southern 
regions. 

Hydro-Electrica do Cavado, Esc. 100,800,000$00 ($3,506,000).—This project 
includes the important dams and power stations of Venda Nova and Salamonde 
in the northwestern part of Portugal, which supplies power to the north of the 
country. 

Amoniaco Portugues, Estarreja, Esc. 17,000,000$00 (approximately $591,000) .— 
Plant for the production of amonium sulfate, located at Estarreja, northern 
Portugal, to help supply national farming needs with required fertilizers. 

Slaughterhouse and freezing plant, Esc. 10,000,000$00 (approximately $350,000) .— 
Large modern plants owned and operated by the municipality of iden. 

Companhia Nacional de Electricidade, Esc. 57,000,000$00 (approximately 
$1,993,000) .—Enterprise in charge of distributing power from the producing plants 
to the consumers. The loan was granted for the construction and installation of 
towers and lines. 

Sorraia irrigation project, Esc. 40,000,000$00 (approximately $1,400,000).—This 
project received $898,000 in direct dollar aid. It consists of 2 dams, Maranhao 
and Montargil, small powerplants, planned to facilitate the irrigation of and bring 
under cultivation over 100,000 acres of land. 


1 Also received some financing from counterpart funds 
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Principal types of exchange 
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Industry 
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Vv. SUMMARY OF T/A PROGRAM ! 


T/A projects, 1950-55 





Principal types of 
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CONTINENTAL PORTUGAL 
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TYPE A 
nébined Number Dollar cost 
of projects of — 
ip Waived | Counterpart 
17 31 $43, 562. 90 $4, 700. 00 
7 41 72, 623. 87 1, 749. 52 
4 12 7, 444. 41 3, 880. 00 
3 4 5, 827. 49 533. 15 
31 88 129, 458. 67 10, 862. 67 
TYPE B 
Dollar cost 
Number of technicians ‘he 
Waived Counterpart 
2 technicians and American companies.| $233, 790. 56 $476, 657. 48 
3 Goatees. 24-5 5 5505-5-405~4.45~4.8 8 OFk. 6 I.......1..--.- 
1 technician and American company. ED dS seteaieeiats 202, 249. 83 
@ tocmpioiems. . ...524.5.4.3-3-5.4.44 n$~4] 450. 00 942. 20 
F COGIMIIIS. 5 nnd cdcbndcsndcdedcded an 243, 216. 25 679, 849. 51 








1 Authorized and excluding demonstration programs in agriculture. 
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VII. PRIVATE CONTRACTS UNDER AID PROGRAM (UNITED STATES CONTRACTORS 
UNDER GOP CONTRACTS FINANCED FROM UNITED STATES FUNDS) 


E. J. Longyear Co. ($800,000).—Geological survey in Angola and Mozambique 
(DM 50-3). Original contract dated June 1, 1952, and extended by amendment 
No. 7 for completion of report to June 30, 1955. 

Aero Service Corp. ($421,000).—Aerial photography of certain areas in Angola 
and Mozambique for use by E. J. Longyear in geological survey. (TAA 50—602- 
1014). Original contract dated July 1, 1952, and extended by amendment No. 4 
for completion to March 31, 1955. 

Thompson Construction Corp. and Knappen Tippets Abbett Engineering Co.— 
Contract No. 1, $15,000: To review proposals which have been received by the 
GOP in response to their request for bids on construction of harbor facilities at 
Beira. Original contract dated March 24, 1950, with no specific date for com- 
pletion. 

Contract No. 2, $39,600: To check the designs and shop drawings of contractor’s 
designs and to furnish periodic general inspection and supervision of the execution 
of the work which the contractor does in connection with construction of the 
harbor facilities of the port of Beira. 

Knappen-Tippetts-Abbett-McCarthy—Douro River Valley survey (TA 50-104- 
1009) ($210,000).—Original contract dated November 1, 1951, and extended by 
amendment No. 2 for completion to February 28, 1954. 

World Mining Consultants ($110,975).—Exploration and development of under- 
ground water supplies in certain areas in the Portuguese Territory of Angola. 
TA 50-602-3033. Original contract dated December 27, 1954, and to continue 
in force for 20 months from this date. 

Hydrotechnic Corp. ($165,000).—To conduct investigation, survey, and report 
on an irrigation and hydroelectric program for Cuanza, Lucala, and Bengo River 
basins in Angola. TA 50—602-3036. Original contract dated January 13, 1954, 
and to continue in force for 15 months from this date. 


VIII. ORGANIZATION FOR TECHNICAL ASSISTANCE AND OTHER ECONOMIC AID 


A. The mission prepares all economic analyses and reports connected with 
the mutual defense assistance program in Portugal, in cooperation with the 
Embassy and the military assistance advisory group, to determine how Portugal 
may best mobilize and utilize its internal resources for achieving maximum 
military effectiveness while maintaining political and economic stability. 

B. It collaborates with ICA/W and USRO in implementing the multilateral 
programs of the OEEC, the EPU, and the EPA for the liberalization and expan- 
sion of trade (especially the removal of quantitative restrictions on dollar imports), 
restoration of convertible currencies, and the promotion of productivity in agri- 
culture and industry for improving the general standard of living in Portugal 
and its OT’s. 

C. It works closely with the Portuguese Technical Committee for Foreign 
Economic Cooperation and various ministries of the local government to en- 
courage basic economic development projects in Portugal and its overseas terri- 
tories through the utilization of counterpart funds, technical assistance, and 
stimulation of private investment. 

D. It assumes primary responsibility on matters relating to both defense and 
nondefense expenditures, and is responsible for influencing and reporting on 
Portugal’s economic mobilization and physical production capacity for fulfilling 
its North Atlantic Treaty Organization commitments. 

E. It works with Portuguese industrialists and Government officials to mobilize 
specific aspects of Portuguese industry for the production of certain military 
items. This includes activities in implementation of the United States offshore 
procurement program. 


IX. EFFORTS OF LOCAL GOVERNMENT IN ECONOMIC DEVELOPMENT 


A. Major development in Portugal is being carried out under a 6-year plan 
(1953-58). The original amount allocated by the GOP for this plan was $470 
million. In May 1955 this amount was increased by approximately $30 million. 
The aim of the 6-year plan, administered by the Economic Council and presided 
over by the Prime Minister, is to improve Portugal’s productive capacity and 
standard of living through the maximum utilization of natural resources, estab- 
lishment of certain basic industries, and expansion of transportation and com- 
munication facilities. By improving the economic development of its overseas 
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territories it is hoped (1) to increase production and the flow of raw materials, 
and (2) to provide opportunities for colonization schemes which would serve as 
an outlet for Portugal’s excess population. 

To date the development plan has lagged about 20 percent behind schedule. 
The short falls are not due to shortage of funds, but rather to a lack of technicians 
and to delays in preparing work projects. Another factor accounting for the 
slow progress of the plan is the apparent concern of some GOP officials with 
fear to the effects too rapid development might have on prices and on economic 
stability, and probably account for the lack of official stimulation for a more 
rapid rate of progress. 

The mission carries out its program with the Government of Portugal, 
through the Portuguese Comissao Tecnica de Cooperacao Economica Externa. 
The Technical Commission inter alia serves as a liaison between the mission and 
various ministries of the GOP. The cooperation given this mission by the 
Technical Commission has been outstanding. 

C. All counterpart funds released have been administered by the Portuguese 
national development fund. 


X. TA ACTIVITIES OF U. N.* AND RELATED AGENCIES AND OF PRIVATE FOUNDA- 
TIONS OR SIMILAR ORGANIZATIONS 


A. TA under FAO 


Technical assistance activities in Portugal, from sources other than those 
already mentioned in this report, appear to be almost nonexistent. A few 
foreign companies offer technical assistance to Portuguese concerns in which 
they have an important financial interest, but even this is the exception rather 
than the rule. 

In May 1955 the fourth meeting of the FAO working party on Mediterranean 
pasture and fodder development was held in Lisbon. Several field trips were 
made to observe various types of fodder and pasture crops growing under dry 
land and irrigated conditions in the southern and central areas of Portugal. 
This working party was made up of members from all southern European coun- 
tries and, therefore, constitutes multilateral rather than bilateral TA. 


B. Portugal has participated in the following EPA programs ! 





Title PA under Country Date 
Number 
RII occ ciecnenctnnans 151 United States.| September 1954 to present. 
Water and air pollution. ._-....--- 2a Se June 22 to Aug. 6, 1954. 
Welding techniques............-.------ | do.__.....| May 16 to June 26, 1953. 
Training of European managers. _------ 229 «=|_...-do.._.....| Mar. 14 to June 15, 1955. 
Effective use of demonstrations - --- --- 248 France........| Mar. 21-30, 1955. 
Seed multiplication. --...........-.---- a Se | epee 1954. 
ET IE nbeencccctucsneusaca 278 United States. *" begin cranial 1955 (maximum 
weeks). 
Study of problems of distribution in the ee a To begin September 1955 (5 weeks). 


chemical industry producing for direct | 
consumption. | 
Trainers in statistical quality control _ _- 318/2 J-----0. --2as- Tentative date of implementation 


| Mar. 15 to June 15, 1956. 








1 Portugal is not a member of the United Nations. 


Notse.—Portugal is the only OEEC country which has not participated in 
EPA type II projects (United States experts to Europe). 


C. Food package.program, 1954 


Under the provisions of title II, Public Law 480, arrangements were made 
between FOA/W and the War Relief Services (National Catholic Welfare Council) 
to send 25,000 pounds of surplus foods to Portugal. This food consisting largely 
of rice, butter, dried milk, beans and wheat flour arrived on December 28, 1955 
and was distributed by the local CARE organization known as Uniao de Caridade 
Portuguesa Caritas. A total of 24,228 packages were distributed throughout 
Portugal by the 15 dioceses. While there are no emergency conditions applying 
in Portugal an appreciable portion of the population may be classed as needy in 
view of the fact that the standard of living, according to U. N. statistics is one 
of the lowest in Western Europe. It is believed that this program assisted in 
creating a generally favorable climate of appreciation for the United States. 
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The program received very little publicity in the press, due probably to the 
Portuguese sensitivity to anything related to charity from abroad, and no indica- 
tion was given of any United States Government interest in the program, the 
program being treated as in the nature of a gift from the American people to the 

eople of Portugal, transmitted through private charities in the United States and 

ortugal. However, each package distributed contained a note in Portuguese 
explaining that the package was a gift from the American people, and a determined 
effort seems to have been made to bring home to the individual recipients this 
fact. It is therefore felt that the program created a feeling of goodwill and 
kinship for the American people in those people who became aware of the pro- 
gram’s existence. This, of course, is a long-term United States foreign-policy 
objective. 


VI. ConcLusIons 


The foregoing recital contains many observations and some recom- 
mendations. The European orbit is but a small part of our area 
coverage under Senate Resolution 214. Our subcommittee still has 
much to do under the directive to ‘‘make a full and complete study 
of technical assistance and related programs.” Until all the evidence 
is in, I refrain from submitting final conclusions. 
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FOREWORD 


The following report was made to the Subcommittee on Technical 
Assistance Programs by Mr. Pat M. Holt, staff director of the sub- 
committee. This report was based on field study in South America 
in July and August 1956 and was circulated privately to members 
of the subcommittee and to the State Department and International 
Cooperation Administration in October 1956. 
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TECHNICAL ASSISTANCE IN SOUTH AMERICA 


I. InrrRopucTION 


The technical-assistance program has developed in South America 
as a series of largely unrelated projects which individually are well- 
run and technically sound, but which collectively fail to meet the 
basic needs of the recipient countries. 

These basic needs lie in the field of what one of our best Ambassadors, 
with long experience in the area, has called general resources man- 
agement. 

A 25-day trip through 6 South American countries tends to confirm 
this Ambassador’s statement that— 


Too often we have stopped after giving other countries 
what they said they wanted; we have not tried enough to give 
them also what we knew they needed. 


In one country, through technical and development assistance, we 
have increased agricultural production, but the government has set 
price ceilings which provide an incentive for that increased production 
to be smuggled out of the country. In another country we have im- 
proved dairy herds, but government-fixed price relationships between 
milk and beef mean that dairy cattle are slaughtered. Im still other 
countries we have conducted spectacularly successful health programs, 
but there has been little, if anything, done to take advantage of the 
resulting increase in productive manpower. 

This field of general resources management is, of course, a sensitive 
one for the United States to enter. It goes to the heart of a country’s 
sovereign prerogatives, and nationalism is hardly less virulent in 
South America than in Asia. 

The field has not, however, been ignored completely. The United 
States helped Bolivia draft a petroleum code which is credited with 
bringing Gulf Oil Corp. into the country with a large investment 
program. The United States is now advising Bolivia on currency 
stabilization; with what success, it is too early to tell. Similar 
advice, on a more informal basis, turned out rather well in Chile. 

In general, however, our activities in these areas have been limited 
both as to time and scope. Whether we should expand these activi- 
ties—or, indeed, whether we should even be doing as much as we are— 
raises a serious question of basic policy which can only be decided by 
Congress and the President. It may be inadvisable, as a practical 
political matter, to go further than we have already gone. On the 
other hand, it may be possible, through tactful indirect means, to do 
considerably more. The point here is to emphasize the limitations 
under which other technical assistance projects must operate so long 
as this gap exists in the field of general resources management. 

Within these limitations, which are serious ones, the technical- 
assistance program in South America has compiled an impressive list 

72888—57——89 595 
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of accomplishments in specific areas in terms of better health, better 
living conditions, increased agricultural production, and increased 
opportunities for American investment or trade. 

The conclusions resulting from this trip may be summarized as 
follows: 

1. On the whole, the technical assistance program in South America 
is worth continuing at approximately its present level. 

2. Within the limits imposed by political considerations, the pro- 
gram’s administrators should seek to bring about a change in emphasis 
so that more attention is given to the problem of general resource 
management. 

3. The program is handicapped by delays in recruiting United 
States technicians and by problems of technician orientation. If there 
were no other considerations involved, this in itself would prevent any 
substantial expansion of the program. The International Cooperation 
Administration mission in Brazil has developed an orientation course 
which may have application elsewhere. Administrative regulations 
concerning educational allowances should be reviewed to be sure there 
is no discrimination against employees at remote posts. 

4. There are policy inconsistencies in regard to technical assistance in 
the production of agricultural commodities which are surplus in the 
United States. More attention should also be given to the uses and 
control of foreign currency accruing to the United States from surplus 
agricultural disposal. 

5. There is a tendency for the United States to continue to carry out 
technical assistance projects after they have passed from the demon- 
strational to the operational stage. This is due in part to the reluc- 
tance of local governments to accept full adhe for operation 
of the projects. 

6. Cultural attitudes are gradually and slowly changing under the 
impact of technical assistance, but there are some projects which raise 
questions as to whether (a) technical assistance is in fact going to the 
people who need help most, and (6) technical assistance is stimulating 
demands faster than they can be satisfied. 

7. The exchange of persons program, particularly in the labor field, 
could well be expanded substantially. There would also seem to be 
room for some expansion of other cultural activities. The University 
of Santa Cruz in Bolivia, for example, badly wants a professor of 
English. If foreigners are eager to learn English and to learn about 
the United States generally, it would seem worth while to make it 
possible for them to do so, 

8. If members of the subcommittee have an opportunity to visit 
South America later in the year, I would suggest that they spend 
several days in Peru, where the program appears to be highly success- 
ful, in an effort to determine what distinguishes the program there 
from the program in other countries. I would further suggest that 
they spend several days in La Paz to go more deeply into the Bolivian 
political and economic situation. The aid programs in Bolivia, in 
particular, needs a thorough review and reevaluation. 

9. The Plan Chillan area development plan in Chile is a worthwhile 
experiment which also needs an intensive evaluation survey, including 
the services of a cultural anthropologist. The industrial productivity 
program in Chile should put more emphasis on labor. 





| 
| 
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10. The situation in Brazil is deteriorating. The entire United 
States operation there should be upgraded, and the United States 
should face the possibility that it may have to reconsider its oil policy 
in regard to Brazil. 

II. Masor Prosiems 


A. LOCAL RESPONSIBILITY 


With the exception of Chile, the government of every country vis- 
ited on this trip has shown great reluctance to take over technical 
assistance projects once they are well established. Many of these 
projects, particularly in health, have long since passed from demon- 
stration to operation; yet they continue to be operated by servicios 
(organizations which are jointly financed and administered by the 
United States and the recipient country ). 

This is due only in part—and in my Judgment, minor part—to the 
reluctance of American officials to withdraw from these operations. 
The principal opposition comes from the South Americans themselves, 
both those in local governments and in the servicios. 

In instances in which projects have been transferred from a servicio 
to a local ministry, there has usually been some deterioration in the 
project. The equipment is not as well maintained, the operations are 
not as efficiently canine or the payroll is loaded with incompe- 
tent appointees. Sometimes the project suffers from lack of financial 
support. This may be true even though the local government has been 
contributing as much as 90 percent of the servicio’s costs. 

As long as a project is operated by a servicio, American participa- 
tion, even to a small extent, provides a certain degree of insulation 
against local political pressures. And the American financial con- 
tribution, even though a small one, provides a kind of leverage to 
induce local contributions. 

The difficulty of transferring projects from servicio or direct United 
States sponsorship to local responsibility, however, presents a real 
problem and raises serious questions about the future of technical as- 
sistance in South America. It underscores a criticism made by a 
U. N. technician: “The U. N.,” he said, “helps local people do things 
for themselves. The United States tends to run the whole show.” 

There is one sparkling exception to this general criticism. In Chile, 
the health servicio was liquidated as of July 1956, and all its opera- 
tions formally transferred to the Health Ministry. The de facto 
transfer had taken place some months earlier. Both Americans and 
Chileans are satisfied with the results to date, and indeed, seem a little 
proud that they have accomplished such a clean break. 


B. RECRUITING AND ORIENTATION OF UNITED STATES TECHNICIANS 


The technical assistance program is handicapped in South America, 
as elsewhere, by delays in recruiting. These delays sometimes are 
for as long as 18 months. 

International Cooperation Administration orientation procedures 
need to be improved. Some technicians—a minority of those inter- 
viewed—have only the haziest notion of why the United States Gov- 
ernment chooses to pay their salaries and transportation expenses to 
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do the jobs they are supposed to be doing. There is no reason to ques- 
tion the technical competence of these men, but they take an extremely 
limited view of their jobs and do not relate their work to the broader 
objectives of American foreign policy. 

One man, for example, said it was a joy to deal with big landown- 
ers—“they’re the people with whom you can build up this country; 
there’s no use messing around with these Indians and little farmers.” 
There is some basis for this statement if the objective is immediate 
economic growth; it is more questionable in terms of long-run political 
relationships. 

On the whole, International Cooperation Administration country 
directors and their immediate staffs are well oriented; it is an occa- 
sional working level technician out in the field who has too narrow a 
perspective. 

The International Cooperation Administration mission in Brazil 
has begun on its own initiative an experiment that seems well worth- 
while following up and possibly adapting, perhaps on a regional basis, 
for use in other areas. A survey among 112 American employees of 
International Cooperation Administration in Brazil revealed the feel- 
ing that a technician’s efficiency was cut by 40 to 60 percent in his first 
year because of unfamiliarity with the language ind country. An in- 
tensive 9-week language and orientation course was designed for all 
incoming technicians, on the theory that a technician would still ac- 
complish more in his first year if he worked 10 months at reasonable 
efficiency instead of 12 months at half efficiency. The course is taught 
by two Brazilian employees of International Cooperation Administra- 
tion, one of whom is a former instructor at the United States Army 
Language School at Monterey, Calif. It provides a reasonable speak- 
ing knowledge of Portuguese as well as background in Brazilian his- 
tory, culture, and customs. A technician who had completed the 
course was high in his praise. 

Finally, I would recommend that the subcommittee explore with 
Washington officials what seems to be a misunderstanding of the con- 
gressional intent in providing educational allowances for the children 
of overseas personnel. As this law is now administered, the allow- 
ances are based upon the cost of sending a child to an approved school 
abroad. If the child is sent to the United States to school, the allow- 
ance is the same that would be paid if the child attended school in the 
city where his father is assigned. If there is no approved school in 
this city, the allowance is a flat rate of $140. But by the same token, 
if there is no approved local school, it becomes all the more desirable 
to send children to school in the United States. This works a real 
hardship on employees assigned to cities where there are no approved 
schools, and there are many such employees in International Coopera- 
tion Administration, particularly in Bolivia and Brazil. 

In Rio de Janeiro or Santiago, it is reasonable to pay no more to 
send a child to the United States than to send him to school locally. 
But it seems unjust to apply the same equation to Belo Horizonte or 
Santa Cruz, where a child cannot be sent to school locally. 


C. SURPLUS AGRICULTURAL COMMODITIES 


In the 6 countries dealt with by this report, the United States has 
made available $164.5 million worth of surplus agricultural commodi- 
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ties under titles I and II of the Agriculture Trade Development and 
Assistance Act (Public Law 480). The breakdown is as follows: 











Title I sales for local currency : Millions 
Colombias 225s th dite aii. dah weiiibosee Bis $16. 9 
BO siete ap appeal deo leqardeweetten nae ase ademedinmeseniii ieee ee 13.5 
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BEB. nce cic lcloondpitipmobsije buassiGbsacusdnghhade wens 31.1 
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Subtotal 3.01.02 Join | ott decituce Hiqame ntieitemewaieiael 143. 0 
Title II relief grants: 
MO asians cath npaein shhh Big ig nec s gi a pct as tgs Roce il oe ee aa aia 17.9 
FN chet braintree iden bint veep aden dycindines qlitegh oeiaien cesta adeeb celta peaa ea 3.6 
Subletelioi. evs del ee a ele, Sedo tae 21.5 
IT cin Sw dan eects aap SiS atin lect teai a a a oi ier a 164. 5 


In the five countries where there are technical assistance programs, 
the local currency accruing from these Public Law 480 operations 
amounts to almost 4 times the total value of other American aid. If 
Bolivia is excluded, the ratio rises to more than 10 times the total value 
of other aid. 

These surplus transactions, in other words, have suddenly made 
available for economic development and the other purposes specified 
in Public Law 480 a great deal more money than either International 
Cooperation Administration or local officials have been accustomed to. 

There has as yet been insufficient experience to evaluate the uses 
to which this money is being put. A superficial impression is that 
in Peru and Chile these uses are constructive—for basic projects such 
as roads and irrigation which will make a long-term contribution to 
the national wealth. In Peru, it has become apparent that the most 
effective utilization of Public Law 480 local currency may require 
some slight increase in dollar aid from the United States. ‘This is in 
connection with projects which require certain types of machinery 
available only with dollars. 

In Brazil, plans for the use of Public Law 480 currency had not 
been finally worked out as of mid-August. The prospects, however, 
were that a major proportion would be lent to private business to 
augment its cruzeiro capital. The fact is, however, that Brazil is 
not short of cruzeiro capital. Brazil, indeed, has some of the greatest 
concentrations of individual wealth in the world, most of which is 
being spent for nonproductive purposes. There is a danger that an 
overly generous cruzeiro ae policy on the part of the United 
States will simply postpone the day when Brazil takes effective steps 
to channel its own cruzeiro resources into productive uses. Brazil 
is in its present economic difficulties largely because of its fiscal and 
resource management policies. Until its Rate policies are changed, 
steps taken to alleviate its difficulties will be only palliatives instead 


of cures, and will simply encourage the postponement of basic reforms. 

Bolivia presents a special problem in regard to disposal of agri- 
cultural surpluses, all of which have been supplied to Bolivia under 
the grant relief provisions of title II of Public Law 480. They have 
been marketed—or at least they have been supposed to be marketed— 
through private channels of trade. They are made available to the 
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Bolivian importer at the fictitious official rate of 190 bolivianos to 
the dollar, compared to the free market rate of 8,500 bolivianos to the 
dollar. This means that the Bolivian importer has received a dollar’s 
worth of commodities for a little more han 2 cents. He is supposed 
to sell them in Bolivia at controlled prices which allow a reasonable 
profit margin. But what has actually happened is that he has smug- 
gled them out of the country and sold them at their real value, a 
transaction which gives him a profit of almost 98 cents on a 2-cent 
investment. The net result is that the United States Government is 
underwriting enormous illicit profits. 

It dicta pointed out, however, that since my visit to Bolivia, 
the Government has issued a currency stabilization decree which, 
among other things, abolishes the 190 to 1 official exchange rate and 
should thereby eliminate the incentive to smuggle goods out of the 
country. 

As a final comment, the problem of disposal of surplus agricultural 
commodities continues to be a source of considerable embarrassment 
to the technical assistance program in its foreign operations. In 
some instances, International Cooperation Administration is following 
a policy of refusing any help which would result in increased produc- 
tion abroad of commodities which are surplus in the United States. 
This policy is pursued apparently without any great consideration 
of whether this increased foreign production would, in fact, be com- 
petitive with American commodities—of whether, that is, Chile would 
actually buy beet sugar from the United States if its own production 
were not increased, or would export beet sugar in competition with the 
United States if its production were increased. In view of the fact 
that the United States is itself a large importer of sugar, this par- 
ticular fear seems rather remote; but it was nonetheless used by 
International Cooperation Administration as justification for refusing 
assistance to Chile in sugar-beet production. 

At the same time, however, ICA has carried out a sugarcane pro- 
gram in Bolivia. United States activities in Bolivia have also covered 
wheat production. Wheat is shunned like the plague in Chile, but 
this does not prevent close ICA cooperation with the Rockefeller 
Foundation which is working privately to improve wheat production. 


D. ACCEPTABILITY AND LONG-TERM IMPLICATIONS OF TECHNICAL 
ASSISTANCE 


The countries of South America are so diverse that the question of 
economic development and the degree to which technical assistance has 
contributed to it will be dealt with on a country-by-country basis in 
later sections of this report. There are, however, a few general obser- 
vations to be made. 

In some countries there is a real question as to whether the benefits 
of the program go to the people who need help most. Farm-exten- 
sion projects, for example, tend to concentrate on big- and medium- 
sized farmers to the relative neglect of small farmers and the almost 
total exclusion of landless peasants and farm laborers. Big farmers 
are easier to reach, and results can be achieved more quickly. From 
a strictly economic point of view, this may be a sound approach; but 
its long-term politica] implications are not so clear, particularly in a 
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country where land reform is the subject of political agitation. To 
some extent the United States may be contributing to future unrest by 
perpetuating, or even intensifying, the stresses which are built in the 
existing social structure. 

There is likewise some evidence that technical assistance may be 
stimulating demands faster than they can be satisfied by a country’s 
economy. A prominent American businessman in Bogota said that 
“Point 4 is doing almost too good a job.” He went on to explain that, 
in part as a result of technical assistance, people want more than the 
Colombian economy can supply. There has also been some frustra- 
tion in the Chillan area of Chile among farmers who have seen better 
seeds demonstrated and who are unable to procure them. 

There seems little doubt that technical assistance has contributed to 
increased United States trade and opportunity for private United 
States investment. Itshould also be pointed out, however, that United 
States business is meeting increasingly stiff competition from Western 
Europe. The primary European advantage is longer and easier 
credit. 

One of the prerequisites for economic development, of course, is 
dissatisfaction with the existing mode of life. The line between dis- 
satisfaction and frustration is a fine one, but is also likely to be the 
line between a technical assistance project which succeeds and one 
which does positive harm. 

There are many examples which could be cited to indicate that 
gradually and slowly cultural attitudes are changing under the impact 
of technical assistance. One of the most important changes has been 
the growth of the idea of self-help through either community or indi- 
vidual action. This notion is still far from universal, but it can be 
detected in the Chillan area development project in Chile, in the 
Rockefeller-sponsored supervised rural credit and extension program 
in Minas Gerais, Brazil, in the Chincha irrigation project in Peru, 
and perhaps in a few other places. 

New ideas and techniques are likewise taking hold. At the National 
University of Colombia in Medellin, the idea of conducting a short 
course was laughed out of the faculty meeting the first time it was 
broached by visiting Michigan State professors. A year later, the 
university was conducting short courses on its own initiative. An 
industrial productivity project in Chile, known from its Spanish 
initials as ICARE, has made some progress in propagating the doc- 
trine of efficient management with smaller unit profits on larger 
volume. Even the altiplano Indian in Bolivia now wants his children, 
including his daughters, to go to school. 

It has sometimes required considerable ingenuity to get new ideas 
across and to make technical assistance acceptable to the people it is 
designed to benefit. Plan Chillan in Chile did not really get off the 
ground until a cattle-vaccination program reduced the incidence of 
aftosa. In Bolivia, when the health servicio tried to conduct a typhoid 
immunization campaign, the Indians on the altiplano refused to take 
the shots because they thought this was a means to exterminate Indians 
by making it impossible for them to have children. The same Indians, 
however, accepted DDT spraying because it made them sleep better 
and added to their general personal comfort through killing lice and 
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other insects. Thus, the same objective of controling typhoid was 
achieved through the culturally more acceptable means, not of immu- 
nizing people, but of killing the typhoid vector. 

Despite cultural resistance of this kind, it appears in some instances 
that technical assistance is more acceptable to people than to govern- 
ments. When new ideas of educational techniques have been im- 
planted through the college contract program, the support needed to 
carry out these new ideas has not always been forthcoming from the 
local government. 

In every case, technical assistance is extended only upon request 
(though the “requests” are sometimes suggested or inspired), and 
therefore presumably each technical-assistance project is directed at 
a need which is recognized by the recipient government. Having 
recognized a need, however, governments frequently recoil from the 
logical answers to the problems which they themselves have stated. 
Two of the countries visited, for example, have each requested and 
received help in public administration, and each has done precious 
little to put into effect the recommendations it has sought. 


IIT. ApMINISTRATIVE PrRoBpLEMS 


The principal administrative problems revealed by the trip have to 
do with private contracts and with relationships between field missions 
and Washington headquarters. 

In regard to the latter point, there is some feeling that Washington 
directives are issued without adequate consultation with the field and 
without giving the missions opportunity to call attention to factors 
which might otherwise not be adequately considered. There were 
also complaints about the delay in giving a country a firm budget 
figure after passage of the appropriation bill and about the accounting 
lag in recording expenditures in Washington. 

On the other hand, one post reported better service, in terms of 
policy decisions, from the International Cooperation Administration 
than it had received from FOA. 

Private contracts, other than those with colleges, have not been 
widely used in the countries covered by this report, except Bolivia. 
Both the colleges and the private business firms seem to provide the 
same general advantages and disadvantages. On the plus side, they 
considerably relieve the International Cooperation Administration’s 
recruiting burden. The contractors also provide certain supporting 
technical services and, particularly in the case of colleges, a convenient 
focal point for training programs in connection with the contract 
project. Finally, private contractors sometimes have a higher degree 
of acceptability among the local people with whom they are workin 
than do International Cooperation Administration Eivect-eniploved 
technicians. 

The principal disadvantages of private contracts are that they cost 
more, especially when they are with private business firms, and that 
they tend to reduce International Cooperation Administration con- 
trol of a project. This latter point is less serious with regard to pri- 
vate-business contracts, most of which are concerned with relatively 
short-term surveys or with specific construction projects. 
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IV. MuuriuaterAL Programs 


The United Nations and the Organization of American States also 
carry on technical-assistance programs in South America, the U. N. 
at a level of about $4 million a year, the OAS at. a level of about $1.5 
million. 

In Colombia, there seems to be a good working relationship between 
the U. N. and the International Cooperation Administration. The 
U. N. has been particularly helpful in the fields of public administra- 
tion and education, where it has not been feasible for the United States 
to undertake substantial projects. 

It must be said, however, that elsewhere the general attitude of 
Americans toward the U. N. is somewhat arch, superior, and barely 
tolerating. There are, of course, many individual exceptions, but 
most Americans in South America would probably be happier if the 
U. N. program did not exist in that area. I occasionally heard the 
statement that the U. N. does not work for American interests. Not 
being an American organization, it could hardly be expected to do so. 
There is a considerable lack of specificity in American complaints that 
the U. N. does not work for American interests, or that it works against 
American interests, which is a more serious charge. Sometimes it is 
said the Food and Agriculture Organization is encouraging the pro- 
duction of commodities which are surplus in the United States. (So 
is the Rockefeller Foundation, but one hears no complaints on this 
score. Indeed the International Cooperation Administration-Rocke- 
feller cooperation is so close that it raises the question as to whether 
the International Cooperation Administration is not using Rockefeller 
as a shield behind which it can do indirectly what it is afraid to do 
directly.) More frequently, it is said that the U. N.’s Economic Com- 
mission for Latin America, with headquarters in Santiago, is a hotbed 
of statism and socialism. 

I did not have an opportunity to go into the U. N. program deeply 
enough to evaluate these complaints. They are recorded here simply 
as a reporting job on what many official Americans in South America 
think about the U. N. program. 

The situation as regards the OAS is far different. The OAS, with 
a much smaller program, operates entirely through regional training 
projects. I visited one of these—the Inter-American Housing Center 
in Bogota—and it struck me as a well-conceived, well-run project. It 
conducts some experimentation in building materials and methods and 
concentrates on a search for cheaper, more practical methods of home 
construction. 

The OAS also cooperates with the International Cooperation Ad- 
ministration in a number of projects. OAS has supplied a teacher to 
the Piedras Blancas Forestry Experiment Station in Medellin, for 
example, and other South American countries are sending students 
there under OAS sponsorship. 

American-aid officials in South America generally like to work with 
the OAS. OAS participation in a project gives it more prestige in 
the eyes of the host country and, therefore, increases the support which 
the country is willing to give to the project. 
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V. Tue Country Programs 
A. COLOMBIA 


Colombia’s main trouble is a severe case of growing pains. The 
country is undergoing rapid industrialization and is self-sufficient in 
consumers’ soft goods. The standard of living has been rising at a rate 
of 6 percent a year, compared to 4 percent in the United States, and the 
general prosperity is, by Latin American standards, broadly distrib- 
uted throughout the population. Of the 500,000 coffeegrowers in the 
country, 90 percent produce less than 50 bags a year, so the benefits of 
high coffee prices have been spread thin over many aor 

spite the feverish pace, Ahad outruns supply, and new develop- 
ment projects generate even greater demands. As more electricity 
becomes available, for example, more people want electric appliances. 

Although prices have risen only 5 percent, there is a large inflation 
potential in the Colombian economy. The peso has depreciated by 
half in 3 years. There has accumulated a foreign-exchange deficit 
of $240 million on current account and a lag of several months in 
foreign-exchange payments. It should be emphasized, however, that 
this deficit has been incurred largely in capital goods and in sound 
development projects which will, in time, create additional wealth. 
Colombia has not frittered away its resources on luxury consumer 
imports. 

olombia does, however, continue to put scarce capital in the Paz 
de Rio steel mill, which has gone from one trouble to another. A 
sizable segment of opinion also holds that it is spending more than 
it can afford—about 25 percent of the total budget—on defense items. 

The country’s labor force and agriculture have not been able to keep 
up with the rapid industrialization. There is a shortage of skilled 
and semiskilled labor. Agriculture has been harassed by unsettled 

olitical conditions, but, in addition, it is also characterized by waste- 

ul use of land. Of the agricultural land in the country, 90 percent 
is livestock, primarily because Colombian tax laws make it profitable 
for an individual to use livestock as a device for hoarding capital and 
deferring income. (This is not without its advantages; one can get 
an excellent steak for 5 pesos—equivalent to 1 United States dollar— 
in the plush Tequendama Hotel in Bogota.) Many small farmers 
cultivate unbelievably steep hillsides, thereby increasing erosion. The 
hillsides are neither terraced nor contoured—the farmers say drain- 
age is better when the furrows run up and down. 

United States private investment in Colombia is estimated at $500 
million and is increasing in a generally favorable climate. As a 
result of Colombia’s exchange difficulties and the threat of inflation, 
however, companies now entering Colombia invest only the bare mini- 
mum of dollars and borrow peso capital locally. To some degree, 
therefore, at this particular point in time, foreign investment inten- 
sifies rather than ameliorates the country’s economic problems. 

Colombia’s economic growth has not been matched by political prog- 
ress. The regime of President Rojas Pinilla has disappointed the 
high hopes which attended its coming to power in mid 1953. At that 
time, it proclaimed a general amnesty for guerrillas and embarked 
upon a program of pacification of the countryside which had been 
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torn by fighting since 1948. An era of good feeling prevailed. Much 

rogress has been made in pacification, but there is still occasional 
fighting, especially in remote areas. Just how much is hard to evalu- 
ate from the fragmentary reports which reach Bogota. 

On the other hand, the Goveriament seems to be moving steadily 
toward authoritarian rule and the suppression of political opposition. 
The promise to turn the legislative power back to the Congress has 
not been fulfilled; government is still by decree. El Tiempo, the 
leading liberal newspaper of Colombia and one of the once-great 
newspapers of South America, has been suppressed. A successor 
newspaper called El] Independente, which is somewhat more restrained 
in its criticism of the Government, is tolerated. 

One gets the impression that the technical-assistance program in 
Colombia has not yet really come to grips with the country’s basic 
problems. Expenditures 7 amount to less than a million 
dollars a year, and are concentrated in the fields of health and agricul- 
ture. Projects were first started in both these fields during World 
War II, but until recently the agricultural program was largely limited 
to rubber. Until recently, there has been no technical assistance in 
education, except at the university level. In response to a request 
from the Department of Cali, a limited education project is now 
getting underway, but progress is slow because of recruiting diffi- 
culties. Through a contract with the Small Homes Council of the 
University of Illinois, ICA is advising the Instituto de Credito Terri- 
torial on the Colombian-housing program. 

Progress in pacification of the countryside has permitted a recent 
expansion of work in agriculture, and there are now projects in cacao 
production, farm extension, home demonstration, and forestry. The 
agriculture servicio has also begun operation of a farm machinery 
pool. The forestry project is an interesting example of cooperation 
among various agencies interested in the same general problems. It 
receives contributions from the municipality of Medellin, the Depart- 
ment of Antioquia, the Federal Ministry of Agriculture, the agricul- 
ture servicio (STACA), and the OAS. The project is located in 7,000 
acres of heavily timbered land comprising the Medellin watershed. It 
does demonstration work in watershed protection and forest manage- 
ment and also experiments with the introduction of new species. Last 
year the project conducted a short course for Colombians in trainin 
in practical forestry. This year the short course is international, with 
students from Ecuador, Peru, Bolivia, and Panama, as well as Colom- 
bia, and with an instructor supplied by the OAS. 

Although the project site is only a few miles from Medellin, it is 
inaccessible except by a long, rough jeep ride. The camp provides 
only primitive living conditions, and there are few if any opportunities 
for students to get to town. Ifa student sticks out the full course— 
and most of them do—it is a good indication that he has a real interest 
in forestry. 

The health servicio has done excellent technical work, but many 
of its activities appear to have been undertaken for their own sake. 
Although 67 out of more than 80 separate health projects have been 
completed or turned over to the Colombian Government, a number of 
these, especially in the earlier years, were local health centers. 'Tech- 
nically competent Colombians are available and could well take over 
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additional projects. Current health activities are in malaria control, 
yaws control, nutrition research, health education, goiter control, sani- 
tary engineering, and industrial hygiene. 


B. PERU 


In Lima, one senses a feeling of optimism. Peru is not undergoing 
the spectacular industrialization of Colombia, but neither does it have 
the king-size problems which accompany such industrialization. 
Growth in Peru is slower, but it is reasonably steady and it appears 
to be sound. Peru has one of the best private investment laws in the 
hemisphere, and private foreign investment is increasing at the rate 
of about 10 percent a year, limited principally by the size of the 
Peruvian market. Further, American business, whieh is operating 
in Peru, has itself contributed a great deal in the way of technical 
assistance. The W. R. Grace Co. has been particularly active in this 
respect. 

The Peruvian political situation is likewise promising. A demo- 
cratic election has been held, and its results abided by. The new presi- 
dent has adopted a more tolerant attitude toward APRA, the outlawed 
but eatinin principal opposition party, and the new Congress 
contains a number of Aprista sympathizers who should provide a 
leavening influence. On the whole, a spirit of moderation and good 
feeling prevails. The fact that this is so after a vigorously contested 
election, has contributed greatly to the political advancement of Peru 
and to the development of political stability. 

There remain, of course, many problems, the more important ones 
perhaps stemming from the enormous gap between the Andean Indians 
and the more Europeanized residents of Lima and other cities. The 
lack of transportation facilities is acute, and roadbuilding is fantas- 
tically expensive. It isnot uncommon for bales of cotton to be shipped 
by air. But in the political economic situation which now exists, 
Peru’s problems should certainly be more susceptible to solution. 

Many specific instances-could be cited of the interaction of technical 
assistance and private investment. Demonstration projects in the use 
of insecticides and fungicides have increased demand so much that 
two United States companies have installed mixing plants. A ground- 
water development project was followed by the entrance of a United 
States owned well-drilling company. The farm machinery pool was 
followed by a $1.3 million loan from the International Bank for the 
purchase of more machinery. This loan is administered by the agri- 
cultural servicio. In this respect, it should be noted that there is 
some problem in Peru, as in Colombia, of transferring well-established 
projects from servicios to Peruvian Government ministries. The in- 
dustrial hygiene program, for example, is supported entirely by 
Peruvian funds, but is administered by the health servicio. 

The technical assistance program in Peru has been growing steadily, 
increasing in size from $1.7 million in fiscal 1953 to $3 million in fiscal 
1957. An area-development program which has recently been under- 
taken in the drought-stricken southern part of the country may require 
some further increase. Additional dollars may also be required for 
efficient utilization of Peruvian soles accruing under title I of Public 
Law 480 (the Agriculture Trade Development and Assistance Act). 
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Peru is apparently able to utilize this increasing assistance effec- 
tively and could probably absorb even more. The program, however, 
is already one of the biggest in Latin America, and a continuation of 
the rising trend would be difficult to justify. 

The technical assistance program in Peru is often cited as one of 
the most successful in the world, and a cursory inspection would seem 
to bear this out. It might therefore be helpful if a more detailed 
examination of the Peruvian program could be made to determine the 
factors which differentiate the program in Peru from the program in 
other countries. 

C. BOLIVIA 


Rarely has a country with so much natural wealth as Bolivia found 
itself enmeshed in so many predicaments, 

Besides tin and other minerals, it is rich in oil, and it has some of 
the best agricultural land inthe world. Yet it remains the poorest and 
most politically unstable country in the hemisphere. 

It is probably fair to say that for the last 3 years, chaos has been 
averted only by United States assistance which in that period has 
totaled $59.8 million. Bolivia has also received, over this period, three 
loans from the Export-Import Bank totaling $4.9 million. (This is 
in addition to $37.2 million in Export-Import loans during the decade 
of the 1940’s.) There have been no International Bank loans to 
Bolivia. 

The problems which now beset the country have been long in the 
making. Bolivia has never been a truly national, unified entity. It 
consists geographically of the bleak plateau of the altiplano, the high 
valleys, and the lowlands. Each of these areas is separated by some 
of the world’s most rugged terrain. Transport and communications 
are difficult, expensive, and uncertain. Culturally, the Indians have 
lived a race apart, outside the national economy. In recent years, 
there has devnbeiaa an imbalance between production and consump- 
tion. as the Indians have been entering the monetized economy. Rela- 
tively more manpower has been put into mining, and relatively less 
into agriculture. The country has not been able itself to produce the 
goods which the mineworkers want to buy with their money wages, 
and the products of the mines have not been sufficient to pay for the 
import of those goods. 

This economic problem is compounded by a social problem having 
its roots deep in history and geography and resulting in deep social 
cleavages and jealousies. The badly needed land reform instituted by 
the government of ex-President Paz Estenssoro, has added to the 
general confusion. It seems to me, incidentally, that the United States 
is missing a bet in not putting a great deal more emphasis on technical 
assistance programs in this field, particularly in showing the Indians 
and other landless peasants what to do with land after they get it. 

On top of everything else, a prolonged drought has resulted in 
severe water and power shortages in Cochabamba and La Paz and in 
a potato crop failure and a consequent food shortage. 

The political situation is highly tense and unsettled, and economic 
paradoxes abound. The nationalized tin mines are operated at a loss 
which is made good by printing money. More printing press sub- 
sidies are given to a network of organizations roughly comparable to 
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consumer cooperatives and embracing in one way or another almost 
everybody in the country. Asa result of these and related policies, the 
boliviano-dollar exchange rate is approximately 8,500 to 1. The 
official exchange rate of 190 to 1 encourages smuggling out of the 
country, thereby reducing the goods available in Bolivia and adding 
to the inflation. 

This set of facts adds up to a crisis which is acute, even for a countr 
where crises of one kind or another are a normal condition. With 
the help of ICA and the State Department, a plan, which seems to be 
based on sound economics, has been evolved for dealing with this 
crisis. The plan calls for abolishing the official exchange rate of 
190 to 1 and ending Government subsidies, with compensating wage 
increases. There would be a United States Treasury credit (prokibly 
in the magnitude of $5 million) to back up the Bolivian currency, 
and United States development assistance would be continued at ap- 
proximately the current level of $20 million a year. 

The plan has been accepted by the new Government of President 
Siles Zuabo and a decree has been issued establishing an economic 
stabilization board with broad powers and with an American adviser 
supplied by the International Cooperation Administration, 

The big unanswered question is whether the Bolivian Government 
is strong enough politically to take the economic steps which so badly 
need to be taken. Bolivia is in for a period of belt tightening, and 
Bolivian belts are already pretty tight. Further, the Bolivian culture 
puts a premium upon leisure and a very low value upon sacrificing 
in the present in order to be better off in the future. 

If the stablization plan works, the future of Bolivia can be very 
bright indeed and not impossibly distant. If the plan does not work, 
the United States will be confronted with a highly unpleasant set of 
choices. 

These immediate problems of Bolivia tend to overshadow the posi- 
tive accomplishments of the American aid program. More land has 
been put under cultivation and agricultural production has increased 
in the Santa Cruz area. An unknown proportion of this production 
is being smuggled to Brazil, but some of it is being trucked to Cocha- 
bamba over a good highway built with money from an Export-Import 
Bank loan. This highway has also made it possible for the oil which 
is refined in Cochabamba to be trucked to other parts of the country, 
and it has stimulated secondary agriculture development along its 
route. For roads in other parts of Bolivia, a road maintenance 
servicio has been organized and is making its contribution to improved 
transportation facilities. Oil development is proceeding under the 
benign influence of a modern petroleum code drafted with American 
technical assistance. Gulf Oil Corp. has entered the country with a 
development program which may involve an investment of $75 million 
and which holds great promise for the future of Bolivia. 

One cannot escape the feeling, however, that the whole American 
program in Bolivia needs a thorough review and reevaluation. Al- 
though I spent 6 days in Bolivia, only 1 of them was in La Paz. If 
it is possible for members of the subcommittee to go to Bolivia later 
this year, I would strongly recommend that several days be spent in 
La Paz to allow opportunity to go deeper into the political situation 
and the basic policy questions to which aid must be related if it is to 
serve the national interest. 
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D. CHILE 


Chile’s principal economic problems are gross maldistribution of 
wealth and land and a chronic foreign exchange shortage. There is 
beginning to be some tentative thinking on the part of conservative 
Chileans about using the tax system to begin a trend toward equaliza- 
tion of wealth and land. Some breakup of big estates has already 
been started through inheritance laws which require estates to be 
divided among heirs. 

The Chilean Government has begun a currency stabilization pro- 
gram and has done rather better with it than might have been ex- 

ected, but it still has a considerable distance to go The United 
States has helped, through Public Law 480, but it could—and possibly 
should—do more through the Export-Import Bank. 

The United States technical-assistance program amounted to $2.2 
million in fiscal 1956 with an increase to $2.5 million planned for 1957. 
About two-thirds of the total is spent on plan Chillan. 

This is an area development program, centered on the city of 
Chillan and embracing three provinces. It is one of the poorest areas 
in Chile. It adjoins the growing industrial center of Concepcion; 
and one of the reasons it was selected for area development was that 
it was becoming incapable of meeting the agricultural needs of 
Concepcion. 

Up to this point, the operations under the plan have been largely 
agricultural. An agricultural school is being established in coopera- 
tion with the University of Concepcion. An animal-health program, 
aimed principally at aftosa, has been carried out. Home demonstra- 
tion workers are being trained. An experiment station has been 
established, as well as a forest nursery, and irrigation facilities have 
been improved. 

Plan Chillan has not been in operation long enough for a conclusive 
evaluation. It has obviously caught the imagination of Chileans, 
both in the Chillan area and in Santiago. If the pattern and tech- 
niques of plan Chillan are used in other areas with Chilean initiative, 
it will have made a considerable contribution to the social as well as 
the economic development of Chile. 

The plan is receiving valuable support from the Rockefeller Foun- 
dation which is carrying on crop experiments and which will build 
greenhouses, supply equipment, and furnish a library for an agricul- 
tural experiment station. UNICEF is supplying the machinery for 
a powdered milk plant in a building provided by the Ministry of Agri- 
culture on land furnished by leunik heenerts The OAS is interested 
in the plan area as a place to hold regional training courses. 

Plan Chillan is a worthwhile experiment, but, as of now, it seems to 
be no more than that. It should shortly be the subject of an intensive 
evaluation survey, which should include a cultural anthropologist. 

Two other technical-assistance projects in Chile are worth mention- 
ing. One of these is an industrial productivity program known by 
its Spanish initials as ICARE. Through this project, technical 
assistance is given Chilean manufacturers in business administration 
and industrial management. Emphasis is placed on the concept of pro- 
ductivity as an economic gospel resulting in lower costs to the manu- 
facturer, higher wages to the worker, and lower prices to the con- 
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sumer with the manufacturer taking a smaller unit profit on a larger 
volume. This gospel has made some converts among Chilean busi- 
nessmen, but it is dangerous to estimate numbers on the basis of a short 
visit. 

The program seems to me to be unbalanced in that it is aimed too 
exclusively at management with too little attention paid to labor, 
without whose cooperation the idea of productivity cannot make much 
headway. This impression is shared by some of the American busi- 
nessmen with whom I talked in Santiago. 

The labor program in Chile consists of sending labor leaders to the 
United States and is carried on by the labor attaché of the Embassy, 
apparently without as close coordination with the International Co- 
operation Administration as would be desirable. In any event, it 
seems to require a considerable expansion. (This is a point, inciden- 
tally, of general application in the countries covered by this report. 
The number of labor leaders going to the Soviet Union, for example, 
generally exceeds those going to the United States. ) 

The other technical-assistance project which should be mentioned 
is aided self-help housing in Santiago. This project is carried out by 
the Chilean Government Housing Corporation, with technical as- 
sistance from the International Cooperation Administration. About 
640 families, amounting to about 4,000 people, are building their 
own houses on land which has been bought by the housing corpora- 
tion in a Santiago suburb. Materials are supplied by the corporation, 
which has also put in streets, sewers and utility lines. When the 
houses are completed, the families will pay for them over a period of 
years. Actual construction is done on weekends and after regular 
work hours. The men work in teams, building a number of houses 
at once. They select their own foremen, but generally supervision is 
provided by the corporation with advice from the International Co- 
operation Administration. Each family is expected to supply so many 
hours of work a week. If a man misses work without a good excuse, 
he has to work 5 hours for every 2 hours he missed. I visited this 
project on a Sunday morning, and I have never seen people work so 
hard. Men were literally running with wheelbarrows loaded with 
cement. Even small children were pitching in. 

The new houses will have two bedrooms, a living room, kitchen 
and bath. The bedrooms and living room are about 13 feet square. 
The shacks where these people are now living are about the same size, 
but they have no bath, there is a dirt floor, and the windows are 
covered with boards. The new houses have concrete floors and glass 
windows. The difference represents an improvement which is prac- 
ticable and which is within the range of experience of the people con- 
cerned. I talked to a number of them, and they are most enthusiastic. 


E. ARGENTINA 


The Peron Government of Argentina did not want a technical- 
assistance program, and there is none in that country. Since Peron 
was ousted a year ago, however, the new Argentine Government has 
been picking up the pieces of the country’s once prosperous economy 
and negotiating with the United States in regard to various forms of 
assistance. 
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The most active of these negotiations is now moving to a head 
rapidly in Washington, An Argentine economic mission has been in 
the United States since late July discussing economic problems and 
seeking credits totaling about $400 million. On September 17, the 
Export-Import Bank announced its willingness to extend credits of 
$100 million, at least part of which would be at an interest rate of 5 

yercent. 
; At the time I was in Buenos Aires the Embassy was actively pre- 
paring for talks with the Argentines, looking to the signing of a gen- 
eral technical-assistance agreement. These talks came to nothing 
when it developed that responsible Argentine officials were not as 
anxious for the program as they had been represented to be. The 
American attitude is that the United States will consider favorably 
an Argentine request for technical assistance but only if that request 
is seriously made by Cabinet level officials. 

A footnote on the political-economic situation in Argentina is per- 
haps in order. The post-Peron goverhment has consolidated its posi- 
tion to the point that it has announced its intention to hold elections 
in late 1957. It has also announced that none of the present Govern- 
ment officials will be candidates in that election. In the post-Peron 
wreckage of Argentine political life, however, there are only the flim- 
siest skeletons of political parties about which to organize an election 
campaign, and there is a paucity of political leaders who have not 
been identified either with Peron or with the present Government. 
There is a question whether such leaders can be found and parties 
organized within a year or 15 months. 

It is a commentary on Peron’s lack of solid support that he seems 
not to be badly missed. A possible exception to this statement should 
be noted among labor unions where Peron was strongest. Even in 
the unions, however, the old Peronista sentiment takes the form, not 
so much of a movement to restore Peron, as of resentment against 
the successor government. There is an ever-present possibility that 
some new demagog will arise around whom this sentiment can coa- 
lesce; and if this happens, the situation in Argentina could conceiv- 
ably deteriorate very rapidly. 

A number of important labor contracts are coming up for renewal 
or renegotiation very shortly, and the outcome of ican negotiations 
will have an important bearing, both politically and economically. 
Under Peron, wage rates were tied to the cost of living. The Gov- 
ernment approved a blanket 10-percent wage increase earlier in the 
year as an interim measure, but the cost of living has gone up much 
more than that and labor is seeking a commensurate increase. If it 
is granted, it is almost certain to start a further round of inflation 
and complicate the already difficult task of getting Argentina back 
in the world market. If it is not granted, labor’s dissatisfaction with 
the present Government will be greatly increased, so much so that 
the stability of the Government may be undermined. A recent series 
of 24-hour protest strikes has underlined the current labor troubles. 

Argentina has many economic problems as a legacy from Peron’s 
rather strange policies. The railroad system is in an advanced state 
of deterioration and disrepair. Power is short. Oil goes undevel- 
oped. American meatpacking companies are caught in a squeeze be- 
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tween high fixed prices for cattle and !ow fixed prices for meat. Other 
American interests are likewise having troubles, some stemming from 
economic nationalism, some coming from reprisals for their past 
associations with Perinistas. Some of these differences are negotiable 
and progress is being made in arriving at a settlement. 

The fields of power and oil present special difficulties. Here the 
Argentines seem bent on national development, on discrimination 
against American companies already in the power field, and on exclu- 
sion of American oil companies. 


F. BRAZIL 


Brazil is a country where all the basic economic factors for devel- 
opment are favorable, but progress has been iinpeded by sociocultural 
factors. 

The country has perhaps the greatest undeveloped mineral and land 
resources remaining in the world. At the end of World War II, it had 
substantial dollar balances which could have supplied the capital 
necessary for development. Instead these balances were used to pay 
for luxury imports at high postwar prices, and the current income 
from high coffee prices is spent in the same way. 

In no other Western country, except perhaps Italy, is there such 
enormous wealth side by side with such appalling poverty. Brazilian 
society is rigidly stratified. 

Brazil has a remarkable record of political stability, and of all the 
Latin American countries, it probably has the broadest world outlook. 
Both its Government and its people traditionally take an attitude in 
world affairs similar to that of the United States. There is a solid 
record of friendship for the United States and of identification of 
Brazil’s interests with those of the United States. The Brazilian- 
American Cultural Center in Sao Paulo, for example, is the largest 
such binational center in the world, with 6,000 members. 

Fuller development of United States-Brazilian relations, both politi- 
cally and economically, is currently troubled by a large segment of 
Brazilian opinion which is in part Communist inspired and in part 
simply extreme nationalism. The Communist Party in Brazil is 
illegal, but Communists are nonetheless highly active and very well 
financed. The current Communist line is an extremely nationalistic 
one which has a considerable appeal to some Brazilians who are not 
themselves Communists. This line is that Brazil should develop its 
own resources, that the United States Government is seeking to make 
Brazil a satellite for its own selfish purposes, and that private capital, 
particularly American capital, is interested only in robbing Brazilians 
of their own resources. 

This line is so effective that the Government recently felt compelled 
to cancel an agreement with the United States for development of 
atomic minerals. It has prevented the Government from making 
agreements with American oil companies for the development of 
Brazil’s large petroleum resources. It has, in short, done much to 
prevent economic development in Brazil, and meanwhile the economic 
situation continues to deteriorate. Inflation is continuing, the cruzeiro 
has depreciated almost 50 percent in 3 years, and the Brazilian stand- 
ard of living is declining. Although Embassy officials in Rio tend to 
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put a brave face on things, the situation in Brazil may well be later 
than we think. A week’s visit leaves one disturbed that things are 
drifting in a manner inimical to United States interests. 

President Kubitschek, who took office in 1956, is generally held in 
high regard, but assessments of his administration vary. One non- 
official American summed it up as “no hits, no runs, no errors.” Ku- 
bitschek and the men around him are reported to understand what 
needs to be done, but are prevented from doing it by political reasons. 
One piece of evidence on this point is that the Brazilian Congress re- 
eed to implement the personnel recommendations of a public admin- 
istration survey that had been made under an International Coop- 
eration Administration contract and approved by Kubitschek. 

Oil presents a special problem. Petrobras, the Brazilian Govern- 
ment oil monopoly, is incapable, primarily because of lack of capital, 
of developing the country’s oil resources. Meanwhile, Brazil spends 
$250 million a year—one-third of its foreign exchange resources—on 
oil imports, mainly from Venezuela. »The United States has firmly 
adhered to a policy of not making Export-Import Bank or other loans 
for projects, such as oil development, for which private capital is 
available. Brazil has just as firmly adhered to a policy that private 
capital will not be allowed to develop Brazilian oil. The result is 
an impasse. 

There are many arguments against Government, and in favor of 
private, development of petroleum, and they are impressive; but it 
may become desirable to reconsider this whole situation. 

ne can find a few optimistic factors. Sao Paulo continues its 
amazing growth, though no one is able to explain exactly why. De- 
spite the handicaps of nationalism, inflation, and exchange difficulties, 
foreign private investment is large and increasing. American private 
investments alone amount to more than $1 billion, Canada and: West- 
ern European countries have substantial interests, and the Japanese 
are also beginning to make themselves felt. American companies are 
developing iron ore reserves (and may develop more as a result of 
United States Geological Survey work under the technical-assistance 
progress in Minas Gerais), and there is no difference in principle 
vetween private development of iron ore and private development of 
petroleum. 

The technical-assistance program in Brazil is the largest in South 
America, amounting to $4.8 million a year. Like many other South 
American programs, it was started during the war, in this case to 
cet rubber out of the Amazon Basin. It concentrated in health, and 
the Brazilian health servicio is a large, well-established organization 
which operates health centers, hospitals, water-supply systems, and 
carries on sanitary engineering work. There are the usual problems 
of turning projects back to the local government, but in Brazil some 
techniques heave been worked out to make the transition smoother. 


Many water systems which were built by the servicio, for example, 
have been turned over, not to a municipality, but to an autonomous 
municipal corporation. Water users pay for the service they receive, 
and there would seem to be no good reason why the rates should not 
be high enough to amortize the original investment and enable the 
corporation to repay the servicio for the cost of construction. Legis- 
lation to enable that to be done is pending in the Brazilian Congress. 
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Legislation is also pending to provide the Brazilian contribution to 
the health servicio in a lump sum. The contribution is now appro- 
priated with earmarking for specific projects. As a result, health 
centers, hospitals, and water systems are sometimes built in areas 
which have the most influential congressmen and not necessarily 
those which need these facilities the most. 

There is also a sizable agriculture program in Brazil, which deals 
not only with agricultural production, but also with rural living. 
I visited a school at Fazenda Ipanema in the State of Sao Paulo where 
farm-extension agents and home-demonstration agents are trained. 
It is largely a Brazilian operation, with only one American. The 
home-demonstration unit is particularly impressive. The girls’ quar- 
ters, which they have decorated themselves, are neatly and simply 
done in good taste and are clean. The master kitchen is partitioned 
into four sections, each with the type of equipment which the girls 
may encounter in their later work, ranging from the extremely primi- 
tive rural facilities to more modern equipment. The girls also learn 
how to make simple but ingenious home furnishings from materials 
readily available on most Brazilian farms. 

In summary, there is no doubt that Brazil could do a great deal 
more for its own economic development and that it could assume a 
larger share of the responsibility for many of the technical-assistance 
projects which are now carried out by servicios. The country is so 
tremendously important to the United States, that it may be worth 
while to do things for political reasons that would not otherwise be 
justified. In the present state of affairs in the Embassy in Rio, how- 
ever, it is difficult, if not impossible, to make determinations of this 
kind. For one period of several weeks during the North American 
summer, there was neither an Ambassador nor an International Coop- 
eration Administration country director on the job. This kind of 
hiatus tends to downgrade an operation which badly needs upgrading. 


These comments are not intended as a reflection on other Embassy 
and International Cooperation Administration personnel who are 
hardworking, who understand the problems involved, and to whom 
I am grateful for their help while I was in the country. The point 
is that Brazil needs a good deal more consideration at a higher level. 
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PREFACE 


When the Subcommittee on Technical Assistance and Related 
Programs filed its report on May 7, 1956, it was pointed out that an 
on-the-spot survey of the programs in Africa still remained to be con- 
ducted. In view of the increasing importance of this huge continent 
in international affairs, such a survey was regarded as essential to the 
completion of the study authorized by Senate Resolution 214 (83d 
Cong.) and subsequent resolutions (S. Res. 36 and S. Res. 133, 84th 
Cong., and S. Res. 162, 84th Cong.). 

As chairman of the Subcommittee on Near Eastern and African 
Affairs, I therefore undertook, from September 4 to October 18, to 
examine the operation of United States aid programs in 13 countries 
of Africa. One of my principal objectives was to discuss Africa’s 
many problems not only with government officials at all levels, but also 
with private individuals in all walks of life, in order to ascertain the 
point of view of the people themselves. 

The present report embodies the results of this study mission. It 
is submitted in the hope that it will be useful to other members of the 
subcommittee in preparing their final report, and in the evaluation of 
the United States aid programs by the Committee on Foreign 
Relations. 

I was accompanied on my visit to Africa by Dr. Alwyn V. Freeman 
of the staff of the Committee on Foreign Relations. His assistance 
was very valuable and I wish to take this opportunity publicly to 
express my high appreciation of it. 

A detailed itinerary, together with an accounting of dollar and 
counterpart expenses incurred on the mission, is included in an ap- 
pendix to the report. All sums referred to in this report are given 
in United States dollars, unless otherwise indicated. 


THeEopoRE FRANCIS GREEN. 
Fesruary 21, 1957. 
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ECONOMIC AID AND TECHNICAL ASSISTANCE IN 
AFRICA 


1. InrRopucTory CoMMENT 


To a considerable degree the problem of American aid to Africa, 
and the larger problem of our foreign policy toward this immense 
continent, involve difficulties and dilemmas not exceeded anywhere 
else in the world. These difficulties are almost as diverse as the 
countries comprising it—a continent which, apart from some few 
exceptions, is rushing toward world political stature. It is a con- 
tinent which long since has assumed global importance economically. 
This importance, to be sure, will increase. But the drive toward 
political independence is gaining momentum at a rate which is un- 
paralleled for what are still largely primitive communities. 

Africa may very justly be described as a continent in ferment, and 
the description is equally apt for those areas which are only now 
emerging from tutelage, as for those which have already acquired 
independence. It is a continent which will not be satisfied with con- 
ditions now prevailing, a continent which is planning for the future 
to a remarkable degree. 

Our policies toward Africa have failed to keep pace with these 
developments, or indeed, to anticipate their relentless sweep. Al- 
though what we have done in certain areas is to be commended, on the 
whole we have given insufficient attention either to the needs of this 
great region or to our own important stake in its future. Particularly 
in respect to the dependent overseas territories (DOTS) our basic 
outlook and approach should be reviewed. Despite the obstacles 
which exist in these territories to effective programing—many of 
which will be noted in this report—it will not do to defer our planning, 
or the offer of either development or technical assistance to some 
future uncertain date when independence is attained. If we do, the 
inevitable economic and social gaps which exist will invite action on the 
part of those whose primary interest is other than the preservation 
of human freedom. 

Yet we cannot formulate a responsible policy or policies toward this 
part of the world unless we first determine what our own objectives 
are to be. These objectives are not necessarily identical for all areas 
in Africa. In some, requirements of security may demand that em- 
phasis be placed on military assistance. In others, this factor may 
be nonexistent. Whereas. general development assistance may be 
needed in some, technical assistance alone may suffice in others. To 
cite examples, although the economy of Ethiopia could be made self- 
sufficient, the country is greatly underdeveloped. What is needed is 
technical assistance, aa the American program for Ethiopia is 
properly confined to that kind of aid. Liberia is in a similar situa- 
tion, with its existing and potential resources. On the other hand, 
Libya is an area with hardly any wealth and its needs are manifold. 
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So, our program there should be necessarily broader in scope, and be- 
cause of the inability of the country to sustain itself, this program 
will, in our own interest, have to be continued for the foreseeable 
future. 

These considerations point up a second major deficiency in our 
African aid programs: the lack of a clear conception as to how we 
can help the peoples of Africa advance their well-being. In part, 
this is due to the uncertain political phase through which many of 
these countries are now passing. In part it is due to the resistance met 
in some of them to American aid, a resistance related to the factor 
just mentioned. 

On the other hand, in several areas where our Government had un- 
dertaken to provide desired assistance, it was disturbing to find that 
we were unable to supply the necessary teclynical personnel. There 
would seem to be something amiss in an administrative performance 
which produces this result. 

Fundamentally, the interests of the United States are of an economic 
and strategic as well as humanitarian order. It is for us to convince 
the Africans that their aspirations will be best served by their free 
association with the rest of the free world. But the techniques for 
accomplishing these goals may differ depending upon the stage of 
development reached in a given country, and its degree of political 
maturity—that is, whether it is still wholly dependent, whether it is 
in a transitional period, or whether it enjoys complete autonomy. 

In territories bordering the Sahara, a further element complicates 
the picture. There we have sought to ride two horses, championing 
independence while Saliteamaaty seeking to maintain a close alliance 
with the mother countries. To perform this feat requires a kind of 
wizardry few governments possess. Recent events afford smal] room 
for complacency over our success in accomplishing it. 

Africa is a highly complex area. There is nothing simple about its 
racial, economic, or social elements or, for that matter, about its topog- 
raphy. There are many problems, many differences and many factors 
which militate for disunity even within the national groupings. 
Boundary lines which arbitrarily divide racial units must also be 
reckoned with. Nor are the political pulsations emanating from this 
land mass always easy to understand. Sometimes a position ostensibly 
taken by a particular government will be misleading or unintelligible 
unless interpreted with a due regard for the practical considerations 
underlying its policy. To give one example: it is impossible to eval- 
uate accurately the appearance of solidarity with Egypt, which the 
Sudanese Government manifested not long ago in the Suez dispute, 
without remembering that the 20 million pounds of currency which 
circulates in the Sudan is Egyptian, and that it is of considerable 
importance to the Sudanese that this currency be redeemed by the 
issuing government. Likewise certain evidences of pro-Egyptian sym- 
pathies by officials of the Libyan Government may or may not be 
explainable by their interests in the Egyptian economy or by the fact 
that numerous administrative positions in Libya are filled by Egyptian 
civil servants who are paid by both governments. 

More disturbing is A er I view as a serious error in our Nation’s 
policy toward Ethiopia. The Ethiopian Government has been most 
cordial to the United States, and has given many evidences of its 
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friendship. It was one of our staunchest allies in the Korean war. 
Yet we are in grave danger of jeopardizing this valuable association 
by what the Ethiopians regard—rightly or wrongly—as the almost 
cavalier and shortsighted fashion in which we have treated Ethiopia 
under our military assistance agreement. They have considerable 
difficulty understanding why we make generous grants to countries 
which have frequently opposed us in world councils, and yet are so 
niggardly toward nations which have consistently shown us their 
friendship. Our offer to assist in constructing the Aswan high dam 
for Egypt was bewildering to the Ethiopians—and some other coun- 
tries—as placing a premium on noncooperation. 

These are some of the principal impressions I have drawn from a 
6-week study of our various aid programs in Africa, during which 
time I visited 13 countries. 


2. NATIONALISM AND RELATED PROBLEMS 


Throughout most of Africa one is impressed with the tide of 
nationalism which runs strongest in the north, west, and central 
regions, and somewhat less so in the remainder of the continent. 
Several nations in Africa have recently won their independence and 
are confronted with the usual problems which such independence 
brings in its wake. Others are eagerly anticipating the day when 
they, too, shall acquire complete control over their destiny. The Gold 
Coast is to become independent of the United Kingdom on March 6 
of 1957. Independence movements elsewhere of more or less in- 
tensity are already of sufficient importance to compel benevolent 
changes in the policies of the mother country, or at least so that they 
can no longer be dismissed as osuenaenntial. 

Probably the two most enlightened administrations of any colonial 
territories of Africa have been the Sudan (before it acquired inde- 
pendence) and the Belgian Congo. 

Rarely in Khartoum does one hear any bitterness or resentment 
against the former British administration. It left the Sudanese with 
a tradition of law enforcement, a competent public administration, 
and an excellent educational system, including a great university. And 
beyond this, it initiated an agricultural development plan—the Gezira 
canalization scheme—which is the foundation of most of the Sudan’s 
present economic progress and future potential. 

The Belgian Government’s administration has been of a somewhat 
different—though nonetheless progressive—order. It is a benevolent 
paternalism designed to blunt the impulses toward national inde- 
pendence by anticipating and satisfying those demands which usually 
stoke the fires of nationalism. 

In many other dependent territories where independence is not yet 
an issue substantial autonomy has been granted in the conduct of local 
affairs. We may be on the threshold of a sharp about-face in French 
policy with respect to its colonial holdings south of the Sahara. It is 
quite apparent that some serious doubts are arising in France as to 
the desirability of retaining responsibility for the development of 
areas which have in the past contributed something to enhance French 
prestige, but which in bald reality served principally as drains upon 
the French budget. These doubts are coming to be shared not only by 
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the man in the street, but also by French officials. Evidence in point 
is furnished by a series of articles published last year in the popular 
magazine Match by Jacques Cartier, which suggest very strongly that 
it would be in the French national interest to cut its central African 
holdings adrift. Such articles would have had a very cool reception 
a few years back. Today they reflect a rising sentiment of the French 
ublic, and to some degree of French officialdom, that the billions of 
rancs poured into West and Equatorial Africa could be put to better 
a than to support dubious political-economic ventures away from 
ome. 


3. Scorgs or Unirep States Economic Aip Programs In AFRICA 


In comparison with our Government’s overall program of forei 
economic aid, the amount budgeted for Africa has been very small, 
both in proportion to the funds allocated, as well as in relation to the 
size and accelerating importance of that continent. Of a total sum of 
approximately $1,546.7 million’ appropriated for fiscal year 1957, it 
is estimated that somewhat less than $25 million will be allocated to 
Africa, or 1.6 percent of the total. Here, as elsewhere throughout 
this report, all program sums referred to are given in United States 
dollars, unless otherwise indicated. 

The following table shows the distribution of sums provided under 
the current program: 


{In dollars] 


| 
Fiscal year | Fiscal year 
1956 ! 





1957 toMar. 31 
al a ia clateelligacinaiseenapiagenbnamnssiheinonieaoeeares 18, 892 5, 000 
British territories. 920, 180 50, 000 
en nal nchanebhbichodbeihbeanghabsnsoncdatsndcndhadeed 6, 962, 369 400, 000 
Ethiopia 2, 923, 156 287, 000 
French territories_.......- ‘ 19, 003 5, 000 
is inn, cide ec ietiinnatinnepininds ninneas inte 1, 781, 695 300, 000 
Ne STN, ES SEP RS: LS ee ae ee Peer eee 7, 641, 269 670, 000 
Portuguese territories 70, 033 15, 000 
TBE Bibi Sl thd ohnciddenantddbbbidaduidhbedbasbobecwasiedsboun 60, 240 15, 000 
Regional 16, 940 12, 000 


EE Sith e ddeidtacdisbbaeks Soda ddeesdibbbeudddsbtandiedntiddsescaten 20, 413, 777 1, 759, 000 








1 Includes reallotments in fiscal year 1956 of prior year’s funds deobligated in fiscal year 1956. 


As of March 31, 1956, Africa had received since 1948 a total of 
approximately 738 millions of dollars in United States assistance, 





1This sum does not include $17 million in funds earmarked for technical assistance 
programs of the United Nations and the Organization of American States. 
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including loans in the amount of $191 million from the Export-Import 
Bank. The cumulative totals, by countries are as follows: 


Cumulative summary of United States assistance to Africa 
[Through Mar. 31, 1956, unless otherwise noted] 





[In thousands] 
Overseas 
Strategic | develop- Develop- 
and basic} ment European /Technical| ment Export- | Total, 
mate- fund fund coopera- | assist- | Import | United 
rials ! (special tion ance Bank States 
reserve 
fund) 
er GE, ooo oseukaccea $1, 550.0 [$17, 078.0 }............ Cn oe ot $18, 756. 9 
Britta AWI0 skp iscncccctinn 51, 602.0 8, 637.0 |....-.......] 1,688.0 |2$4, 064.0 }.......... 66, 841.0 
French Africa...........--.-- 32, 347.0 | 29, 472.0 | $297, 670.6 1, 210. 2 | 2 4,933.3 j-.....---- 365, 633. 1 
Somalia (Ex-Italian Somali- 

PIE ee do anv ciiciubdnchbanalddecacddd ised vadidiedaleadaskdeles 736. 2 $300.0 |..---.-.-. 1, 036. 2 
Portuguese Africa............ GND Sad cme dct truckest- denial . On. cake $17,000.0 | 21, 791.0 
Weceones ad Brite. eos cbisseak od th cccnkcéiios cabins 10 981642055... 3,000.0 | 15,351.0 
ETD ockinin db scien at ce kb= ie bbe cbs eee eer SGemctiatbe beak Ee Beeckssincs 21, 350.0 | 28, 997.0 
sth hina an oe dikibate de aine. bday adielden tekhdeeladebsalicinn hall 8,075.0 | 5,000.0 [.........- 8,075.0 
ee a Sot else cdl ilibabertcemeebb edie ds eee 21, 667.0 | 40,000.0 |.....--... 61, 667.0 
ls no erin ee ccverpnecerse inca dhepuedibiunsibgainndasnel atu gees tee ie Eee eee 
Umiienn GF Bats. ASrtetis son seek inci Wes ccbetiemnbchis excuse a eee 149, 685.0 | 149, 825.0 

SE oc chnkinieeias tea 90, 269.0 | 55, 182.0 297, 670.6 | 53,619.3 | 55, 197.3 |191,035.0 | 737, 973.2 


1 April 1948 to Dec. 31, 1955, from report to Senate Subcommittee on Minerals and Materials, May 2, 
1956. 


2 Local currencies made available through sec. 550 surplus agricultural commodity sales. 
3 Figures as of June 30, 1956. 


In addition to Egypt (which was not visited on this study mission) 
the only African country to receive straight economic aid or “develop- 
ment assistance” is Libya. The Libyan Government received from 
the International Cooperation Administration and its predecessor 
agencies $3 million in fiscal year 1955 and $5 million in fiscal year 
1956. Seven million dollars has been programed for fiscal year 
1957. All of this aid has been on a grant basis, supplementing 
special funds made available by the United States Government. Cur- 
rently, the remaining programs in Africa are primarily concerned 
with technical cooperation. The only independent countries of Africa 
which are receiving neither development funds nor technical assistance 
under our aid program are the Sudan and the Union of South Africa. 
The latter, however, has had a loan from the Export-Import Bank. 

In the past, assistance to the newly independent states of Tunisia 
and Morocco has been made available as a part of the assistance to 
France. This, of course, is the procedure which is still followed in 
respect to United States assistance to dependent overseas territories 
(DOTS). In Africa, that assistance began in 1948 under the Euro- 
pean recovery program as a part of assistance to countries in Europe. 
Today it is still extended under agreements with the mother country, 
and can only be made available to such territories and for such pur- 
poses as the mother countries may wish to designate. 
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I shall have occasion later in this report to point out some of the 
disadvantages and handicaps inherent in this procedure, so far as 
improving the well-being of the local population is concerned. Until 
1954, apart from limited amounts of technical assistance, most of the 
aid from the United States went to finance development projects in 
such fields as transportation and power and was in the form of loans 
or grants. ‘Today the emphasis in the dependent territories has 
shifted over to sehen! cooperation with varying degrees of support 
from the home countries. In the fiscal year 1956, technical assistance 
was furnished in the following amounts: $1.8 million for Liberia; $3 
million for Ethiopia; $2 million for Libya (in addition to $5 million 
for development assistance), and $1.2 million for the dependent 
overseas territories of the Gold Coast, Nigeria, Uganda, Somalia, and 
the Central African Federation. 

The character of the United States program in the dependent areas 
necessarily differs from that in the independent territories, in view of 
the substantial assistance furnished by the metropolitan countries, 
Primarily, our aid is designed to supplement that assistance in fields 
where we have shown we possess unique qualifications and experience. 
Its principal contribution is in agricultural extension education, 
technical and vocational training and transportation, for which the 
need is widespread throughout most of Africa. 

So much for the general nature and scope of our African aid pro- 
grams. Its operation in each of the principal countries visited will 
now be considered. 


4. Tue INDEPENDENT COUNTRIES 
A. TUNISIA 


Tunisia acquired political independence from France on March 20, 
1956. However, the economic bonds between the two countries are 
so deep-rooted and extensive that some time may elapse before the 
Tunisian Government will enjoy the degree of freedom in action usu- 
ally exercised by independent nations. For example, during the years 
following World War II, France underwrote an extensive develop- 
ment program by means of 25-year, low-interest (114-percent) credits. 
Most of the Tunisian public debt of over $228 million is owed to 
France. Government loans in the franc equivalent of more than $334 
million were provided for capital expenditures during the period 
1949-53, and an additional expenditure of $204 million will have been 
provided by 1957. At the same time, French private and official 
investment during recent years has averaged from $55 million to 
$69 million yearly, whereas non-French investment has been negligible. 

A loan of $45.7 million which was granted by France for the forth- 
coming year will be devoted to the expansion of water resources, 
additional schools, improved communications, and enlarging the in- 
dustrial capacity of the country. On the other hand, direct bilateral 
trade agreements between the United States and Tunisia are impeded 
by the terms of the Economic and Financial Convention of 1955 be- 
tween France and its former protectorate, because of the requirement 
of French approval to any such agreements. Private French invest- 
ment has been encouraged, while American business interests have been 
deterred by both tariff rates and the shortage of dollar exchange. 
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There are some signs, however, of the desire of Tunisia to reduce its 
dependence upon France. One such manifestation was its direct 
—— to the United States for a grant of surplus agricultural 
products. 

These facts necessarily color the nature and degree of any aid pro- 
gram to which the Tunisians themselves might wish to contribute, 
not only because of the support given by French funds to the Tunisian 
budget, but also because of the limitations which repayment of these 
amounts impose upon budgetary freedom. Still, it would be error to 
assume that this situation will not change and to fail to make provision 
for Tunisia’s requirements in our planning. 

There has been no official aid program of any kind directly admin- 
istered by the United States Government in Tunisia. We have, how- 
ever, allocated to the French Government (under the French aid 
program) about $1.6 million for the development of the Medjerdah 
Valley reclamation and flood-control project. This fund was admin- 
istered by the French authorities until the internal autonomy of 
Tunisia was recognized on June 3, 1955. It is doubtful if the Tunisian 
public at large is aware of the American contribution, inasmuch as 
the French made no particular effort to publicize the source of the 
funds. The sums made available provided for irrigation installations 
covering some 11,175 acres of land and 11 demonstration farms. 

Tunisia’s major problems, in addition to the public debt load, are a 
submarginal standard of living with an expanding population; scar- 
city of investment capital due to lack of confidence in the country’s 
future since independence; consecutive poor harvests in the oe 2 years 
(which the United States has sought to alleviate by furnishing 45,000 
tons of surplus wheat); and heavy unemployment—10 percent of 
the population being without work. What is needed is a degree of 
industrialization which would permit Tunisia to process its own im- 
portant resources of iron, phosphates, and foodstuffs, without being 
dependent upon France or some other country for that purpose and 
being compelled to purchase the finished product at a greatly increased 
cost. Considerable expansion in the fishing industry would also im- 
prove the economic picture. 

A virtually untapped source of foreign exchange in Tunisia is the 
extensive Roman ruins at Carthage and Dougga, many of which are 
in an excellent state of preservation. This attraction could be the 
basis of an important tourism program. Our future plans for techni- 
cal cooperation in the country might well take into account the feasi- 
bility of providing assistance in the development of tourism. 

Tunisia has a dire need for economic and financial aid. Given the 
necessary material and moral encouragement this new nation could 
exert a salutary influence in North Africa. While its present orienta- 
tion seems to be favorable to the West, the future attitude of the 
population will, of course, be influenced by the position which the 
United States takes in its relations with other Arab and African 
nations. Here as elsewhere in Africa, American policy is at the cross- 
roads. In some areas our prestige remains high. n others, it has 
diminished, along with an ebbing regard for the West in general. 
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From the standpoint of United States policy, Libya is one of the 
most critical areas in Africa. 

Our program in Libya is primary military and strategic; but not 
far behind in importance is the effort we are oe to help the 
Libyans achieve a viable economy. The continued availability of the 
American airbase at Wheelus Field—to say nothing of the western 
orientation of Libya’s policies—may ultimately depend upon the ex- 
tent to which we can aid the Libyan Government to raise its people’s 
standard of living, and to make the nation rete 

The task is a staggering one. Libya’s resources are pitifully inade- 
quate, and its needs are enormous. Few places in Africa have a more 
acute shortage of necessary technical experts, professional talent, or 
general educational facilities. Only one institution of higher learning 
exists (at Benghazi), and it is attended by only 30 students. If ever 
there were a place for the application of our educational exchange 
program, Libya is that place; but at present there are a mere six 
graduate students from Libya studying as agriculture exchangees in 
the United States. Useful as it would be to increase radically the size 
of this program, even more so would be furnishing to Libya of out- 
side instructors and professional training aids. American assistance 
of this kind to Libya has been handicapped, however, by the necessity 
of providing personnel familiar with the Arabic tongue. Our mis- 
sion’s efforts to meet this need have been unsuccessful. Lacking its 
own trained civil servants and teachers, Libya has had to turn to that 
country whose language and administrative and legal system were 
more akin to its own: and that is neighboring Egypt. 

According to the best estimate there are approximately 1,000 
Egyptians employed bY the Libyan Government in administrative 
positions, in the judicial system and in the schools. These officials re- 
ceive salaries from both the Libyan Government and Egypt, a situa- 
tion fraught with all sorts of political hazards. Because of their very 
numbers, their influence in Libya is strong; and in view of Egypt’s in- 
terest in Libya, it is not surprising that their activities are hardly 
calculated to benefit the American position in the country. They con- 
stitute a potential source of propaganda, violence, and sabotage against 
the Wheelus airbase; but the long-range menace is that they may ulti- 
mately destroy the fabric of good relations between Libya and the 
United States. There is substantial evidence that such has been the 
policy of the Egyptian Government, a policy which finds common 
ground with Soviet objectives. Contrary to what was our under- 
standing, the Soviet Union has been permitted to carry on anti-West 
information activities of a nature paralleling efforts by Egypt. 

Unfortunately, we are at a disadvantage in attempting to counter- 
act the broadcasts from Radio Cairo (which are received clearly) 
because the Libyans have denied us the right to use transmitters in 
Libya for other than the entertainment of American troops. The 
Voice of America’s signal from Rhodes—the best we have in the area— 
is too poor to be effective. 
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It seems evident that the most serious diplomatic problem faced 
by us in Libya is in Cairo, not Tripoli. It was Egypt which arranged 
for recognition of the Soviet Union by Libya, and it was Egypt which 
sought to embarrass the West by offering to sell arms to the Libyan 
Government. While there is some resentment in Libya at Egyptian 
attempts to dominate the country, Soviet diplomacy, assisted by the 
Egyptian Embassy in Libya, has had some success in affecting the at- 
titude of Libyan officials. 

In view of the nature and complexity of conditions prevailing in 
the Mediterranean area, we should try to understand the forces to 
which the Libyan Government is subjected and to realize the magni- 
tude of its task in keeping the country from going under. Without the 
support provided by the United Kingdom and United States assist- 
ance, Libya would soon founder. Left to its own devices it would 
probably retrogress to a subsistence level, and gravitate within the 
orbit of its eastern neighbor. These uncertainties are sufficient to ex- 
a the meager interest of private investment capital in the country’s 

uture. 

The United States aid program in Libya consists of (a) technical 
cooperation, which involves mainly providing American technicians 
and their support: (6) contribution to the Libyan-American Recon- 
struction Commission (LARC) of development assistance funds and 
(c) relief wheat shipments. United States technical cooperation, 
which began in 1952 after Libya’s independence, has been increased 
from $1.4 million in that year to $2 million in the fiscal year 1955 and 
an estimated $2.4 million for 1957. Development assistance funds 
have increased from $3 million in 1954 to $5 million in 1955 and $7.4 
million in 1956. 

In addition to these funds, under an economic aid agreement signed 
in 1954, the United States has undertaken to contribute to LARC on a 
grant basis $40 million over a 20-year period for development proj- 
ects. This sum really represents the consideration paid to Libya for 
use of our airbase at Wheelus Field; but the funds from this and 
other development assistance sources are handled identically for de- 
velopment projects. No loan program is practicable for Libya in 
view of the economic and budgetary condition of the country. 

The Libyan-American Reconstruction Commission was created in 
1955 in order to make effective use of funds contributed by the United 
States and the Government of Libya for economic development. Its 
function is to develop, review, and scrutinize needed projects as well 
as their financial and economic aspects; it is not an action agency. 
Specialists of the United States mission participate in its decisions 
and the cooperation between representatives of the two Governments 
appears to be excellent. Pursuant to its recommendations a total of 
over $12 million has been made available for projects in agriculture, 
forestry, school facilities, health, public works, and banking. 

Our point 4 program has emphasized improvements in agriculture, 
water resources, health and education. The gradual growth of both 
the technical cooperation and the development assistance programs 
is reflected in the following table, 


72888—57——41 
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Annual cost of Libyan aid programs 


[In thousands of dollars 














1952 | 1953 1954 | 1955 | 1956 1957 

Ncube tS depaienteeprinindesinatly 

United States technicians..........---..-- $341.2 $351.8 $427.6 $591. 1 $748.6 | $1, 783.38 
TUN boon ac ccacde dé Goddesses beipbatalbccndacine| 16.0 61.0 52. 6 | 63.2 81.7 
Contributions to joint funds_-_-._......-.-- 791. 2 | 987. 2 1,017.6 800. 0 836. 9 524.8 
Development assistance (LARC funds) - -|..------- ne et ad |---------- 3,000.0 | 4,188.0 |----.-.... 
I i aes 1,132.4 | 1,355.0 | 1,506.2 4, 443.7 5,896.7 | 1 2,389.8 
Administrative funds ?.............-..-.--].---------} 293. 3 276. 1 223. 4 230.0 220.0 
Toatenien) ander 8. i nnn ciceceteneen-ee Sa eeter: |annennncea|--n------- 165. 5 320. 9 110. 2 








1 Total development assistance funds are estimated for the 1957 fiscal year at $7 million. 3 

2 Includes expenses of Office of Director and other divisions of the mission eng aged in direction of the 
program. } ; 

3 U. S. Government leased housing offices, equipment, ete. 


The pace of this growth is necessarily related to the financial ex- 
pectation of the Libyan Government under its agreements with the 
United States and the United Kingdom. A mutual assistance treaty 
with the United Kingdom provides for the payment of $334 million 
annually to the Libyans over a 5-year period. 

The United States Operations Mission has judiciously sought to 
stress gradual expansion of production while placing strong empha- 
sis on the training of Libyans for future activities. In this effort 
account has had to be taken of the limitations upon the absorptive 
capacity of the country instead of seeking to push ahead with a rapid, 
unrealistic program. 

A principal obstacle to effective utilization of development funds 
made available by foreign countries has been the inadequacy of Libyan 
Government staffs and facilities. Trained technical and adminis- 
trative personnel are simply not available. Consequently, much of 
our technical assistance funds has been used for the expenses of trained 
American personnel to oversee that the money allocated for various 
projects has been wisely spent. 

On the other hand, because of the administrative and political di- 
vision of the country between Tripolitania and Cyrenaica, the execu- 
tion of ordinary government functions entails much duplication, 
waste and budgetary difficulty. Forty-five percent of the Libyan 
budget is expended on government operations alone. An improve- 
ment in this situation would require constitutional reform which is 
unlikely in view of the difference of outlook, even antagonisms, ex- 
isting between the two provinces. 

Since 1954, the United States has met Libyan requests for surplus 
wheat to relieve famine conditions brought about by prolonged 
drought. Up to June 30, 1956, 57.200 tons had been allocated and an 
additional 25,000 tons will have been delivered during 1956. The total 
value of these shipments (under Public Law 480, 83d Cong.) is esti- 
mated at $11.5 million, which includes bagging and transportation 
charges. Local distribution costs are borne by the Libyan Govern- 
ment. The 25,000 tons delivered under the current program will reach 
more than one-half of the population. It amounts to furnishing 
about 22 pounds of wheat per person per month over a 9-month pe- 
riod, in other words, it is keeping from one-third to one-half of the 
peonle of Libya from starving. 

This assistance is being supplemented by the work of United States 
voluntary agencies. The Cooperative for American Remittances to 
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Everywhere (CARE), which had just commenced operations. in 
Libya, will provide $1.9 million worth of surplus milk, cheese and 
possibly rice or cornmeal to an estimated 100,000 school children, 
10,000 orphans, widows and aged, and 6,800 hospital patients. There 
is satisfactory cooperation between our operations: mission and the 
work being done by CARE as well as by the several specialized agen- 
cies of the United Nations (such as the World Health Organization, 
the United Nations International Children’s Emergency Fund, and 
others) in the area. 

On the whole the manner in which our Libyan aid program has 
been administered has much to commend it. Among other things, 
effective use has been made of the facilities of the United States In- 
formation Service as an adjunct to the technical assistance program, 
Through the means of pamphlets, signs and audiovisual materials, in- 
formation as to health, sanitation, well drilling and livestock improve- 
ment has been disseminated to the people of various regions. It 1s sug- 
gested, however, that a more intensified effort might be made to re- 
cruit Arabic speaking personnel, which would relieve the Libyan Gov- 
ernment of the need for relying heavily upon Egyptian officials. 

When consideration is taken of our Government’s widespread com- 
mitments around the globe, it might seem difficult to justify the exten- 
sive contributions which we have been making under our aid program 
in Libya, if it were not for the strategic and military considerations 
I have already mentioned. The continuation of this aid may well be 
the determining factor in discouraging a drift toward Soviet and 
Egyptian influence. 

C. THE SUDAN 


The outstanding characteristics of the newly independent Govern- 
ment of the Sudan is its intense desire to remain independent of 
the influence of other nations. So deep is this desire to be free of 
foreign entanglements of any kind that the Sudanese until now have 
requested neither economic aid nor technical assistance from the 
United States or any other government. They have preferred in- 
stead to seek the help of the Technical Assistance Board of the United 
Nations, although from time to time the American Embassy has been 
asked to aid the Sudan in obtaining American technical experts in 
the fields of agriculture, central banking, and statistics. 

There is, therefore, no United States aid program as such in the 
country. As they acquire confidence that our motives are com- 
pletely noncolonial, the Sudanese may. wish to ask us for a limited 
amount of technical assistance. But they are most eager to attract 
foreign private capital, and are taking measures to make such invest- 
ments appealing. 

This is a country with a bright economic future. Its people are 
solid, hard working, and progressive. It is unique among countries 
in the Middle Fast in the quality and maturity of its civil service, a 
service which is distinguished not only by its integrity but by its 
experience and structural capacity to govern the country. The 
Sudanese themselves recognize the benefits which 50 years of British 
administration has provided them. As I have already noted, it 
nurtured a deep respect for law and order—at least in the northern 
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region of the country—and a basic educational system capped by the 
University of Khartoum. 

In contrast with Libya, it is a country which does not lack the 
means to sustain itself. With the aid of rainfall and irrigation, its 
land is being made fertile and productive; and more acreage is steadily 
being reclaimed under the fabulous Gezira canalization scheme. This 
project, which was conceived by an Englishman, utilizes the waters 
of the Nile in a network of gravity irrigation canals to feed over a 
million acres of farmland on which are grown cotton, sorghum, beans, 
and other garden vegetables. Originally operated by private com- 
panies, the scheme is now under Government management. 

The project is one which ingeniously combines a kind of national 
landholding through compulsory rental from owners at a fixed rate, 
with private-enterprise tenancy in a manner which seems uniquely 
suited to the needs of the Sudan. The land thus rented by the Gov- 
ernment is allocated to individual tenant farmers (priority being 
given to registered owners), who receive 40 percent of the net pro- 
ceeds of their crop. The remaining shares of 40 and 20 percent are 
retained respectively by the Government and the Gezira Management 
Board, which provide seeds, fertilizers, supervision, and other neces- 
sary support. 

The result in the area affected by the scheme has been a revolution 
in the social and economic life of the country. A nomadic, desert 
existence has been transformed into a prosperous community civiliza- 
tion, assuring for the Sudan an enormous agricultural potential which 
will not be wholly realized for several generations. To bring it to its 
full fruition will, however, require extensive improvement in trans- 
portation, which is presently lacking, as well as a larger share in the 
Nile waters. 

These favorable horizons are overcast with ominous clouds, both 
internal and external in nature. The most formidable political prob- 
lem confronting the Sudanese at the present time is the division which 
exists between the northern two-thirds and the southern one-third 
of the country. The northern portion, which is Arab in heritage, is 
more civilized and educationally advanced; whereas the south has 
received little attention except from Christian missionaries. Racially, 
the disparity is complete, the southerners living as primitively as any 
indigenous people in Africa. Their dislike of the northerners was 
responsible for some serious riots in the south early in 1956. On the 
other hand, the north has determined to implant its culture, the Arabic 
language, and the Muslim religion on the tribes of the south, an am- 
bitious undertaking which will require long and patient effort to 
accomplish, even if it proves feasible. 

The second major problem complicating the development and eco- 
nomic progress of the Sudan is its relations with Egypt, its northern 
neighbor. Here ingredients are brewing which have generally gone 
panacea when an appraisal is made of the Sudan’s position in foreign 
affairs. 

There is no question but that the Sudan could rapidly be brought 
to produce an exportable food surplus if it could take greater advan- 
tage of the Nile; but under the Nile waters distribution agreement of 
1929 (which, the Sudanese contend, failed to make adequate allowance 
for the future growth of their country) the Sudan has been limited 
to something less than 10 percent of the water in the river. Egypt 
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claims the right to the balance. Reduced to its simplest terms, the 
net result of the agreement is to reserve for Egypt almost the entire 
flow of the Nile during January 1 to July 15 (the low season) and to 
make the Sudan dependent upon stored water for irrigation. Since 
the amount of irrigation is thereby limited, the agricultural develop- 
ment of the Sudan by the Nile waters is limited also. 

The Sudanese have no special enthusiasm for the Aswan High Dam 
project proposed by the Egyptian Government. In fact they consider 
the project unsatisfactory purely from an engineering standpoint. 
Moreover, construction of this dam will result in a Denne up of the 
waters of the Nile, creating an enormous lake which would displace 
50,000 Sudanese citizens from their homes. And the Sudanese have 
made it very clear that they will not assent to the Aswan proposal 
until a satisfactory agreement is reached on the division of waters, 
and Sudan’s interests protected. Such an agreement was a necessary 
condition which the International Bank for Reconstruction and De- 
velopment attached to its approval of a loan for the project. 

But there is a further reason why the Sudan Government has been 
reluctant to concur in the high dam. This is the currency problem. 
The Sudanese monetary unit is the Egyptian pound—a carryover from 
condominium days, Twenty million pounds of this currency circulate 
in the country, and the Sudan seems to have encountered some diffi- 
culty in persuading the Nasser government to redeem it. Failure to 
redeem might produce something of a currency crisis for the Sudan; 
but until this issue is satisfactorily resolved there seems little chance 
of an agreement on the Nile waters. 

Although the industrial potential of the Sudan is modest the Gov- 
ernment is quite anxious to attract foreign industries, particularly 
American industries. This is attributable, first of all, to the desire to 
ease severe unemployment which presently prevails, as well as to 
conserve foreign exchange by manufacturing needed products which 
must be imported, a problem common to the other former colonial 
possessions I visited. To this end, the Ministry of Commerce has 
formulated a program of industrialization on the basis of the Sudan’s 
approved enterprises (concessions) bill of 1956. The program en- 
visages the attraction to the Sudan of industrial concerns in the 
fields of textiles, paper manufacturing, cement, sugar refining and 
vegetable oil, and gum arabic processing. It would be useful for the 
United States Department of Commerce to inform American investors 
of these industrial potentialities of the country. 


D. ETHIOPIA 


Unlike neighboring Sudan, Ethiopia has actively sought Western 
aid to develop its resources and improve the condition of its people. 
The country is only now emerging from centuries of phic politi. 
cal, and cultural provincialism, during which tase tks oa done to 


further its economic progress. The absence of internal and external 
communications perpetuated a national isolation and impeded develop- 
ment of the country’s resources. 

These natural handicaps were further aggravated by the Italian 
occupation of 1936 to 1941, during which time the educated class vir- 
tually disappeared. Asa result there has been an insufficient number 
of technically trained personnel to administer the functions of gov- 
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ernment and to accomplish an expansion and improvement of the 
rich agricultural resources possessed by Ethiopia. Fortunately, the 

overnment, under the enlightened leadership of the Emperor Haile 
Selassie, is most desirous of improving living standards and the gen- 
eral welfare of the people and is taking what steps it can to that end. 
The, process will involve an evolution of tribal patterns of cultural 
and economic intercourse, so that the problem is not merely to provide 
training in agricultural improvement and animal husbandry, but 
also to demonstrate to disunited communities why it is desirable to 
have this kind of improvement and to abandon primitive methods of 
farming and destructive water use and land practices. 

The primary obstacles to economic development are: (a) lack of 
trained personnel; (b) lack of adequate information on resources; 
and (¢c) lack of institutions or government structure through which 
development programs can be operated. The absence of trained per- 
sonnel is a universal stumbling block no matter what the project under- 
taken. To give only one example: although a serious health and 
sanitation problem exists throughout the country, there is only 1 medi- 
cal doctor for every 400,000 people; and until 1956 there was only 1 
Ethiopian doctor in Addis Ababa. 

American educational institutions are making a significant contribu- 
tion to the training of professional personnel. At a luncheon given 
by a group of young Ethiopian officials I was impressed by the fact 
that 20 of them had been educated at various colleges and universities 
in the United States. I believe that an expansion of our educational 
exchange program in Ethiopia would be very desirable. 

It is to the solution of these problems that the United States effort, 
which is limited solely to technical assistance, has been directed. The 
program got underway in 1952 under an agreement signed the pre- 
ceding year. In the early years major emphasis was placed upon 
education, first agricultural education, then general and industrial 
trades education. Now the emphasis is being gradually shifted to 
those projects which will have a direct effect on economic produc- 
tivity, particularly, agriculture. Starting with $800,000 in 1952, 
United States technical! assistance for the fiscal year 1956 amounted 
to $3 million, in addition to administration costs of $185,000. In the 
4 years that the program has been operating, the total cash contribu- 
tion of the United States into a joint fund for cooperating services 
has amounted to approximately $5 million, which has been more than 
matched by a contribution of over $5 million on the part of the Ethi- 
opian Government. In addition to their joint cash contribution, the 





: 





ECONOMIC AID IN AFRICA 633 


Ethiopians furnish land, buildings, and local personnel. The esti- 
mated program for 1957 breaks down as follows: 





[In thousands of dollars] 
United 
States IEG con- 
Tech- | Trainees} contribu- | Other | tributions 
Major field of activity nicians cost tions to costs | to cooper- | Total 
cost coopera- ative 
tive services 
services 
Agricultura] and natural resources. -....... $505 $40 $96 $90 $316 | $1,047 
Industry and mining...........-...---... 92 18 22 15 33 1 
DTN, o'r attire sctondnghclasoorsearad 16 oa 0 10 0 
Health and sanitation........-....-...---- 457 10 264 35 388 1, 154 
pT REE IEEE ee 516 40 76 40 164 836 
Public administration. -...:...........-.-- 60 18 0 15 0 93 
Community development...............-- 0 0 0 0 0 0 
General (Eritrea, etc.)..........-..-.--.-- 221 24 52 45 130 472 
TTI siidinn tonne hceteradieennsectpaitniiietiinddiaial 1, 782 150 510 250 1, 031 3, 723 





The agricultural education program illustrates the combination 
of academic and practical methods which have been used to assist the 
Ethiopians. Under a contract with the Oklahoma Agricultural and 
Mechanical College, a technical school has been established at Jimma 
with a staff furnished by the United States. Its efforts are directed 
toward developing superior cattle strains, to improving the coffee 
yield, and to producing improved chicken farms. At the same time, 
50 demonstration teams throughout the country are used to acquaint 
penton, with approved methods of processing coffee so that it will 

ring a better return on the market. Country livestock teams are also 
used to show the advantages of selective breeding. 

Establishment of the school at Jimma was essential because there 
were no natives trained sufficiently to cooperate with us in the agri- 
cultural program. It is an effective and economical operation which 
las the enthusiastic support of the Emperor. 

In addition to the Oklahoma Agricultural and Mechanical College 
contract, private contracting has also been used for development of 
management procedures, as well as aeronautical training of Ethiopian 
pilots, mechanics, and supervisory personnel. There appears to be a 
tendency on the part of private contract groups to consider themselves 
as independent of the policies of the mission, but this has not yet been 
productive of serious difficulties. 

One of the most notable achievements of American personnel in 
Ethiopia has been the road improvement program which is directed 
by employees of the United States Bureau of Public Roads working 
through and in conjunction with the Imperial Highway Authority. 
No United States funds have been utilized for this program, all financ- 
ing being provided by the Ethiopian Government. A total of $25 
million has been made available for road work, of which $5 million was 
obtained from a loan by the International Bank for Reconstruction 
and Development, 
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In the utilities field, a positive contribution has been made by re- 
organizing the operations of the Ethiopian Power Co. under an appro- 
priate charter and rate structure. With the guidance of technical 
assistance personnel, a Ministry of Education was organized in 1953 
and a 10-year plan developed for financing school facilities. American 
experts have worked in several other ministries, and at the specific 
request of the Government are currently engaged in a reorganization 
of the Prime Minister’s Council of Ministers. This activity has re- 
sulted in much favorable publicity for the United States. 

However, results are not so easily evaluated in other fields, princi- 
pally because most of our program in the initial years was of an edu- 
cational nature. A few false steps were made which have since been 
corrected. In commerce and industry, our program did not seem to 
strike a responsive chord. An initial effort to train Ethiopians was 
fruitless because none could be furnished by the Government for the 
purpose. A more appropriate program was adopted in its stead, con- 
sisting of a handicraft school and arts and crafts vocational centers. 
Graduates of these schools (there were 78 last year from the handi- 
craft school) are now teaching handicraft on the outside. 

Because most of the technical assistance we have furnished in the 
first 4 years has had to be of a preparatory or educational nature, it is 
still too soon to assess the effect of the program on the Ethiopian 
economy. Many more years may elapse before local people will be 
ready to take over projects which were started in 1952 and 1953. 

From all indications, however, the Ethiopian program has been well 
administered, and is successful within the limitations imposed upon 
it by the conditions it faces. It has not sought to move too fast or too 
far and has about reached the level of Ethiopia’s present absorptive 
capacity. A larger program for the country would not be warranted ; 
and as more and more Ethiopian technicians become available, our 
own effort should then be tapered down. 

The relations between our operations mission and the Ethiopian 
Government are on an excellent basis, despite the open dissatisfaction 
expressed by the Emperor with respect to matters of military assist- 
ance. Yet this could well be the touchstone upon which continued 
harmonious relations with the Ethiopian Government depends. 

The United States has important military bases in other countries 
which promise to be somewhat hazardous, if not unreliable, in the kind 
of crisis now facing the West. I fail to see the advantage in continu- 
ing our dependency upon areas where our potential enemies may out- 
number our friends, especially when there are countries in the world 
which would warmly welcome our presence, and which could furnish 
terrain satisfactory for base purposes. I believe, therefore, that con- 
sideration should be given to ascertaining the feasibility of establishing 
such a base in Ethiopia, as an alternative to some one or more of our 
existing sites elsewhere. 


E. SOUTH AFRICA 


The great national wealth of South Africa is so generally familiar 
as to require no comment in this report. It is one of the most advanced 
countries of the world, in which modern technology is used extensively 
in manufacturing, in mining gold, diamonds, uranium, manganese 
and iron, and in agriculture. There is, therefore, no United States 
aid program here either on a grant or on a technical cooperation basis. 
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Apart from some limited military assistance involving the use of a 
team of Air Force radar experts the only transactions which might be 
regarded as official United States aid consist of a few self-liquidatin 
loans by the Export-Import Bank to private companies for the devel- 
opment of uranium extraction. These loans have amounted to about 
$44.5 million since 1953. 

On the other hand, a number of American institutions are engaged 
in privately financed assistance programs. The Carnegie Corporation 
of New York provided funds during 1956 to send 5 South Africans 
to the United States and 2 Americans to South Africa. It has also 
sent selected United States sociologists to teach at the University 
of Natal’s Institute for Social Research. The Rockefeller Founda- 
tion in 1951 provided the Durban Medical School at Natal with 
$127,000 for a 5-year program to train nonwhite doctors. $150,000 
was granted by the Ford Foundation to the South African Institute 
of Race Relations to further its work. To the extent that the private 
foundations assume this function, just to that degree will United 
States Government action become less needed. 

Valuable technical assistance is likewise furnished to South Afri- 
can enterprises in connection with normal business operations. For 
example, Westinghouse Electric, instead of entering the manufactur- 
ing field through a subsidiary company in South Africa, has under- 
taken research projects and planning for local capital, to assist in 
setting up manufacturing plants, with licensing and royalty arrange- 
ments between the American and South African companies. 

Nevertheless, despite the advanced economy of the country, the 
future is not free from anxiety. If racial tensions were to exceed 
the breaking point, serious economic disruption would take place, 
because native labor has been heavily integrated in South Africa’e 
major industries. At the same time, unless more native workers are 
brought into the country, its rate of expansion will inevitably be 
retarded. Continuation of present Government policies seems to be 
risking this eventuality with disturbing overtones. 

Against the inexorable tide of nationalism and the gathering desire 
for improved social and political status elsewhere on the continent, 
the Union of South Africa has been pursuing a reverse course called 
“apartheid”. The avowed objective of this policy is to maintain a 
supremacy of the European white races over the native population. 

e in America may not fully realize that this is not merely a pro- 
gram of racial segregation. It is a program calculated to suppress 
those rights of professional, economic, and social liberty without 
which an entire class must remain in an inferior position. The sup- 
porters of apartheid attempt to justify the policy on the ground 
that complete intermingling of so-called Europeans and non-Euro- 
pens (the euphemistic description applied in the Union to white and 

lack races) will result in the disappearance of the European white 
pages which is outnumbered by 4 to 1. 

cannot believe that this policy will succeed. Nor do I believe that 
such injustices as enforced abandonment of homes long owned, the 
prohibition against acquisition of title to real property, and the crea- 
tion of a lower class professional and economic group can fail to fan 
into flame the smoldering embers of resentment. Such efforts to turn 
the clock back are bound, I believe, ultimately to create conditions 
favorable to a tragic explosion. Faced with this unhappy dilemma, 
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America in setting the course of its policy toward South Africa must 
balance, on the one hand, its desire for friendship with the Union 
Government and its policy of noninterference in the domestic affairs 
of another nation with, on the other hand, its traditional interest in 
the preservation of human rights and freedoms everywhere. 


E. LIBERIA 


Liberia’s is primarily a rubber economy, which, like the Gold Coast’s 
cocoa crop agriculture, is highly vulnerable to world price fluctua- 
tions. It is an underdeveloped country, which is not self-sufficient in 
food, with inadequate roads, a high incidence of malaria, yaws, and 
other debilitating diseases, and vast areas of unutilized natural re- 
sources. Its people are 90 percent illiterate and there is an almost 
paralyzing lack of professional and scientific personnel, skilled and 
unskilled workers, and managerial personnel generally. Yet the 
future of the country holds much promise. Iron mining, with ore 
assayed at 60 percent or better, has islonen a major industry. Great 
timber reserves await transportation facilities. 

Such, in a nutshell, is the problem of Liberia’s needs, a country for 
which the United States has felt special responsibilities ever since 
emancipated slaves from America settled the western coast of Africa. 

United States aid to Liberia has sought to meet these needs by proj- 
ects in agriculture, health, transportation, cooperative education, and 
public housing. These projects are designed primarily to train Liber- 
ians in skills needed to raise their standard of living. The program 
is exclusively one of technical assistance, and its accomplishments, 
while limited by the funds made available, are, on the whole, very 
gratifying. 

Since 1944, when an American economic mission was established in 
Monrovia, a total of $12.6 million in aid has been furnished, most of 
this ($10 million) being provided in the past 8 years. A breakdown 
of program costs during the period 1952-56 is contained in the follow- 
ing table: 

Total cost, United States aid programs, 1952-56 


[Thousands of dollars] 


Fiscal year 
Fields of activity 


1952 | 1953 | 1954 1955 1956 


Agriculture and natural resources_.............-...--.-.-..--.- | 215 273 431 315 





| siz 
ey hit, 56 n diiennsd ap idicatinibeweduunpagetng 116 372 19 106 112 
to ee irl tnciranciamenciciinganbiekepensenaape 86 | 106 114 244 256 
I NIUE 55 ct Sistine SELES ths ook 217 | 316 231 390 327 
ie nln 94 145 212 498 559 
PEDO WROTE 5 w So odes ihe cca ce cc ctbidicc clit deeee 7 43 31 13 46 
Community development and housing...................-.... 10 30 101 36 33 
Miscellaneous and technical support.......................-..- | 339 | 396 25 269 163 
| | |] | 
a a | 1,084 | 1,681 1,164 | 1,871 1, 813 

| 








During the same period, the extent of the Liberian Government’s 
contribution was as follows: 
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Liberian Government's contribution to aid program, 1952-56 
[In thousands of dollars] 





Calendar years 


Fields of activity 


Agriculture and natural resources........-.....--..-- 
Industry and mining. .... 2... .0..445.6.--525 000 ee ed 
"Peeeea ed asd diane dicen npiee, -apntemiense 
Health and sanitation 
Education 

Public adm intatratiog...o2 i. - donne cng doesccsect~o-- 
Community development and housing 
Miscellaneous and technical support._.....-.-..----- 








There were no counterpart contributions inasmuch as Liberia uses 
only United States currency. ; 

United States loans to Liberia since 1948 have totaled $14.8 million 
(including $19.5 million provided under lend-lease for construction 
of the free port of Monrovia). Of this amount, loans extended by 
the Export-Import Bank have amounted to $21.35 million during 
1951-55, of which $1.35 million was for a water and sewage system, 
and $20 million for a road construction program which is not yet 
completed. 

The Government of Liberia sets aside 20 percent of its annual 
revenues for development purposes. A Joint Liberian-United States 
Commission for Economic Development plans, supervises, and eval- 
uates all development work. It has been an effective programing 
device. 

Major technical cooperation projects are now being conducted in 
agricultural experimentation and demonstration, forest survey, ma- 
laria control, rural health, transportation and education. All these 
programs are handicapped by the need for more trained Liberians; 
and several of them are such as to require their continuation over 
many more years to produce satisfactory results. 

The highway program is extremely important to the country’s 
future economic Aveplamiaiant as the absence of roads not only limits 
the marketing of produce, but increases the price of rice and other 
staples to the consumer often by as much as several hundred percent. 
Adequate staffing of the Government’s highway division has been 
impossible because of the lack of trained Liberians. For this reason, 
the program could undoubtedly use additional American road spe- 
cialists; yet I see little merit in increasing the funds available for 
that purpose until the United States can supply the personnel re- 
quired, especially in view of the fact that six positions on the highway 
project remained vacant during 1956. 

Despite the generally satisfactory relations which have existed 
between our mission representatives and the Liberian Government 
a number of points of irritation were noted. A principal source of 
complaint against us has been the exasperating delays, as well as in- 
ability, on the part of the United States in furnishing technicians, 
particularly engineers. The Liberian need for this personnel is so 
pressing that its Government is being compelled to employ technicians 
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elsewhere than from the United States, four having been obtained 
from the Philippines. In view of the shortage of engineers in the 
United States as compared with the exportable surplus of this com- 
modity in the Soviet Union, the temptation to have recourse to Soviet 
technicians is not one that should be dismissed lightly by our planning 
agencies. 

As just one of the consequences of our personnel deficiency, the entire 
police-training program has bogged down. Difficulty in recruitment, 
caeenee with security clearance procedures, has apparently hamstrung 
the project. 

Latin flaw in the general administration of the educational-ex- 
change program was revealed in conversations with Liberian officials. 
The International Cooperation Administration furnishes students 
from Liberia (as well as other countries) with $6,400 per year for 
study in the United States. After appropriate allowance for inter- 
national travel, tuition, and books, this means that the grantee disposes 
of $4,180 or $11.45 per day for his living expenses. By contrast, stu- 
dents sent to the United States by the Liberian Government receive 
only $2,400 for their expenses. Our policy not only seems excessively 
liberal, but is calculated to kindle resentment as between students from 
the same country who may be doing the same kind of work in America. 
Moreover, inasmuch as no pay thus far received by a grantee returning 
to Liberia has exceeded $300 per month, the practice may tend to create 
a group of malcontents in their own country. Clearly this situation 
calls for corrective measures. 

No comment on Liberia would be complete without referring to the 
tremendous contribution of the Firestone Rubber Co. to the life and 
development of the country. Firestone has been a principal catalyst 
in the evolution of Liberia from a primitive, tribal society, toward a 
modern economy with the help of private capital. Almost 40 percent 
of the Republic’s tax revenues are derived from Firestone’s opera- 
tions, along with more than 70 percent of its exports. Its impact has 
permeated almost every phase of the people’s life. It is a heartening 
example of the mutually profitable and beneficial relationship which 
can be achieved by good will and enlightened restraint on the part 
of both business and government. 

To conclude: the American aid program in Liberia, on the whole, 
has been successful. Its accomplishments are not only statistical, but 
visible. To cite a few examples: the country has increased its rice 
self-sufficiency from 90 to 95 percent in 2 years. Substantial increases 
have been realized in other agricultural products including cash ex- 
port crops of coffee, cocoa, rubber, and palm produce. More dramat- 
ically, an entire marine fishing industry has been brought into exist- 
ence as a result of United States assistance in fish refrigeration 
processing. 

The scope of the program has been fairly well adapted to the coun- 
try’s capacity. But the pace of development has begun to quicken, 
and the point has now been reached where Liberia is not only ready 
for more technical assistance, but will need development funds to 
accompany progress in mining and other industries. 

In a very real sense much of Africa is watching closely the results 
achieved in Liberia and the degree to which American assistance is 
enabling the Liberian people to attain a viable economy. As a kind 
of American fosterchild, Liberia is more than another candidate for 
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economic aid, no matter how worthy. It is also a symbol of our coun- 
try’s willingness to support an underprivileged African people in 


their efforts to vindicate the democratic way oF. life. 
G. MOROCCO 


As is true of United States aid to Tunisia, assistance to Morocco, 
another former French protectorate, has come indirectly, through our 
aid program to France. While some of this aid was programed for 
French overseas dependencies, it is difficult to ascertain precisely how 
much was applied to Morocco. American aid has fallen into three 
principal categories : 

(a) Direct dollar exchange grants to importers of United States 
products, amounting to $84.5 million (of which $71 million was 
actually paid for in local currency). 

(b) Local currency aid grants amounting to $40 million, reimburs- 
able by Morocco to France. Part of this sum was expended by France 
on so-called “general areas of economic development” ; the remainder 
was spent on projects specifically approved by the United States 
Government. 

(c) Local currency loans of approximately $7.5 million. These 
grants were used for the following purposes: 

1. Basic raw materials, mining and farm equipment, transport, 

lubricants, and consumer goods____---_-----.--.--..--~.--. $71, 382, 153 
2. Unscheduled counterpart aid (1949-51) used for irrigation and 

drainage, railroads, roads and water communication, and oil 

EOIN ci rte ai rerai varennetitintags in cntgvandda bicwetpauainiitalamems a iia. ae 82, 228, 571 
3. Scheduled counterpart aid (1952) used for Massa irrigation 

project, Casablanca water and power, Djerada coal mining and 

water supply, and development of private industry (cellulose). 7, 649, 000 

An important adjunct to United States aid has been the expendi- 
tures resulting from the establishment of American bases in Morocco. 
These have averaged about $58 million per year. They have had a 
stabilizing effect on the Moroccan economy, but cannot begin to solve 
the problem of Morocco’s underdeveloped condition. Although pre- 
dominantly agricultural—with 80 percent of the population living 
off the land—there are important mineral deposits, consisting of man- 
ganese, cobalt, lead, iron, coal and phosphates (of which Meroitio is 
the world’s largest exporter). 

Thus, in contrast with the meager resources of Libya, Morocco has 
significant natural resources, which clamor for private capital. But 
such investment has been discouraged by a number of factors such 
as the lack of public order, lack of investment opportunities, foreign 
exchange controls, shortage of skilled labor and technicians, and 
inadequate tariff protection for new industries. 

Morocco is now in a period of transition, and the United States has 
a deep interest in the development of its economy. Because of grow- 
ing dissatisfaction among the Moroccans with the progress made here- 
tofore in the improvement of living standards, the future course of 
the country is largely dependent upon the development which the 
present government can achieve. I believe it is in our own interest 
to assist the Moroccans in this early period of independence, both by 
long-term loans, if need be, and by encouraging investment of private 
American capital. The resources are there. Financing is needed. 
Furthermore, our strategic interest in Morocco more than warrants 
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any coutribution we can make to the stabilization of economic and 
political conditions. 

One such contribution would be the training of technicians and pro- 
fessional people. I found considerable interest among the Moroccans 
in our ahem of persons program, which is only now getting under- 
way. Provision is being made for 15 Moroccans in 1957; but, in view 
of the great need for leader specialists, it may be desirable to provide 
for an increased program in 1958. 


5. Aip Programs in THE DerpeNpent Overseas Territories (DOT) 
A, IN GENERAL 


Prior to 1954 aid to the African dependent overseas territories 
was tied closely to the European reconstruction program. As a conse- 
quence, its purpose was to improve the economic position of Europe 
through development projects which would also increase exports. Lit- 
tle attention was given to the fundamental problems characteristic of 
underdeveloped colonial areas, such as inadequate food production, 
lack of a trained labor supply, and the absence of facilities for training 
native personnel. 

During the past few years metropolitan countries generally have 
come to recognize the need for facing up to these problems. In 1954 
the United States policy toward the dependent areas shifted away 
from development financing to the more limited objective of technical 
cooperation. In this new policy we have had excellent cooperation 
from the United Kingdom in developing programs for British East 
and West Africa. There we have drawn on funds which included 
$5 million in sterling acquired as the result of the sale of surplus 
agricultural commodities to the British in 1954 and 1955. Among 
other things, the United Kingdom program has included assistance 
for a western Nigerian agriculture project and training of African 
medical] assistants in Kenya. France alone has failed to show inter- 
est in pursuing a technical cooperation program, divorced from a large 
development program financed by the United States. As of 1956, the 
French effort had shrunk to less than $20,000 per year. 

Throughout most of the United Kingdom’s dependent overseas ter- 
ritories, United States aid has been characterized by delays and in- 
adequate action. This is partly attributable to the fact that program 
arrangements must be processed through the Colonial Office. Further 
disadvantages result from the fact that all preliminary negotiations 
and the decision on agreed projects are not handled between our con- 
sular officials and the local authorities of a dependent territory, but 
between the central International Cooperation Administration mis- 
sion and the metropolitan government. As a consequence, detailed 
information of the projects is often not available either in the files 
of our consulates, or in the archives of the local government itself. 
The Gold Coast program has suffered from the same cumbersome pro- 
cedure, although this factor will no longer be operative after inde- 
pendence is acquired next March. 

If there is to be a continuation of aid activities in such countries 
as Nigeria, for example, during the period prior to its acquisition of 
independence, it would seem advisable for our field representatives to 
have more direct liaison with Washington, rather than compelling 
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them to operate indirectly through a European office. Project selec- 
tion would then benefit by the active collaboration of those most fami- 
liar with local problems. It would have the further advantage of 
enabling our representatives to speak to the local officials with greater 
authority. 

B. KENYA (BRITISH EAST AFRICA) 


Since 1951, United States aid to British East Africa (Kenya, 
Uganda, and Tanganyika) has amounted to over $12.9 million in 
grants, loans, and technical assistance. In 1951 a grant of $1,680,000 
was made for one-half the cost of a road in Tanganyika. In 1952, a 
loan of $112,000 was extended by the Economic Cooperation Admin- 
istration from United Kingdom 10-percent counterpart funds for 
Kyanit stockpiling for the United States. In 1953 the Mutual Se- 
curity Agency entered into an agreement with the United Kingdom 
under which there was loaned for port-development programs in 
Kenya $5.6 million and in Tanganyika $1.03 million. 

Technical cooperation projects in the amount of $737,000 have been 
approved for East Africa since 1954. The projects provide for 40 
American technicians to assist in the fields of agriculture, technical 
education, research and health; but as of the date of my visit to Kenya, 
no technicians had yet appeared on the scene, although recruitment 
had been under way for considerably more than a year. This delay 
points up a serious weakness in our program in several African coun- 
tries: i. e., the excessive lapse of time—or sometimes even inability— 
on the part of American officials to furnish technical personnel after 
projects have been approved by the Governments concerned. 

The many obstacles to economic development found in east Africa 
such as poor agricultural yields, unreliable water resources, inadequate 
transport, or lack of training and education are comparable to those 
retarding progress elsewhere in Africa. For a time the terrorist 
activities of the Mau Mau in Kenya injected an acutely unstabilizing 
element into the country’s social and economic life. These activities 
have been virtually terminated, and law and order has once more 
returned. But the underlying frustrations and dissatisfaction with 
inferior status which gave rise to them, remain. Future difficulties 
may be expected in western Kenya where the native population, having 
learned the meaning of a higher living standard, now wish this for 
themselves. 

On the other hand, the agricultural development programs financed 
in part out of International Cooperation Administration funds appear 
to be making good progress. Moreover, in contrast to other dependent 
territories, there is a growing appreciation among non-governmental 
circles of the role being played by the United States in Kenya’s 
development. 

Considerable assistance of a voluntary nature has been contributed 
by United States missionary groups. The American Friends Board 
of Missions has been particularly active in Kenya, with a membership 
of over 26,000—an astounding figure when it is remembered that there 





are only 120,000 Quakers in the United States. One out of every 15 
schools in west Kenya is run by the board. The Friends African Mis- 
sion Hospital treated 14,000 patients in 1955. 
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All this work is much to the good, but it has brought new social 
problems in its wake; it has had an unsettling effect upon established 
tribal customs; and improvement in health has created additional pop- 
ulation pressures which have aggravated discontentment with a 
meager economic existence. It ede once again the hazards in- 
herent in any attempt to improve the welfare of backward peoples, 
and the great care which must be taken in preparing our programs 
so as to avoid these pitfalls. America’s warm heart must be controlled 
by a cool head. 

C. THE BELGIAN CONGO 


The Belgian Congo is one of the most progressive areas in Africa 
today. This is due largely to the remarkable variety of its exportable 
agricultural products. Yet the Congo will remain underdeveloped 
for some time to come due primarily to inadequate transportation and 
a pressing need for education. Domestic market potential is also 
limited by the fact that 80 percent of the Congo’s Africans still live 
in poe poverty. 

attack on this problem is being made by the Belgian Congo Gov- 
ernment in a 10-year plan (1950-1960) envisaging a total expenditure 
of $962 million with annual rates of about $120 million. As is true 
of other dependent overseas territory programs, the United States 
aid to the Congo has been negotiated and administered entirely 
through our missions in the home country, in this case Brussels. 
Although at other posts this indirect system has had certain disadvan- 
tages, in Leopoldville the procedure appears to have proved satis- 
factory. 

Most of this aid is furnished through loans because of the strong 
financial position of the Belgian Congo, but a small amount of grant 
aid is provided for technical assistance. Since the close of 1953 
United States aid has been limited to technical assistance work on a 
share-the-expense basis between the two Governments. 

The American efforts have been designed to supplement and educate 
the substantial corps of technicians already developed by the Belgian 
Congo Government. Under the technical assistance program some 
of these technicians have been sent to the United States to study such 
matters as highway construction and to do agricultural and forestry 
research. 

Loans from Economic Cooperation Administration-Mutual Se- 
curity Agency funds to the Congo have amounted to $18.9 million, the 
first loan in 1950 ($1.5 million) being for the purchase of heavy road- 
building equipment. In 1951 a loan of $15.5 million was made to the 
Belgian Congo Government for overall development. At the present 
time the only technical assistance project in operation is one which 
began in 1954 on reclamation and irrigation. 

In conjunction with the United States Information Service, mem- 
bers of the American consular staff at Leopoldville have been giving 
English lessons voluntarily to Africans. They have contributed 
generously of their time and effort. This would seem to be an excellent 
means of acquainting the local population with American ideas and 
ideals. It is a praiseworthy example which might well be followed in 
some of our other missions. 

I was much impressed by the innate artistic talent manifested by 
members of the native population in the Congo. In any future expan- 
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sion of our technical assistance program in the area, I believe con- 
sideration should be given to developing this talent as is now bei 
done on a small, private scale in Leopoldville, and by a Frene 
Mission school at Brazzaville. 

By a soundly administered benevolent paternalism, the Belgians 
have brought the Congo to a point where its inhabitants are now ex- 
pressing a desire to have some say in its political evolution. Pro- 
visions are being made for local elections. tt is to be anticipated that, 
barring unforeseen developments, great economic and political strides 
will be made in the Congo during the next few years. This evolution 
will necessarily have a bearing upon the direction and scope of our 
policies in that area. 


D. FRENCH EQUATORIAL AFRICA 


Neighboring French Equatorial Africa presents an entirely different 
picture, being one of the poorest and most underdeveloped countries in 
the world. ith but little fertile soil and few proven resources, it is 
plagued with the problems repeatedly encountered elsewhere on the 
continent, i. e., lack of trained workers, inadequate capital, poor trans- 
portation, and an unbalanced economy relying too heavily on coffee, 
cocoa, palm and cotton. Thus its economic prospects are rather de- 

ressing. 

" At the present time United States aid to this colonial area (ad- 
ministered, of course, through funds allocated to France) consists of 
a combined program of economic aid and technical assistance amount- 
ing to $2.4 million. This fund is being devoted to the development 
of livestock in the Tchad region, a project whose purpose is to build 
up the income of an impoverished area, to make fresh meat available 
at, reasonable prices, and to create needed foreign exchange through 
export. In financial assistance $2.2 million is being provided for con- 
struction of an abattoir, well drilling and installation of an experi- 
mental ranch. By the end of the 1957 fiscal year the French and local 
governments will have made available over $7.5 million during the 
1953-57 period for the Tchad project. Progress in the venture is 
hardly such as to arouse national pride; for by early 1956 it had 
hardly gotten started, apparently because of the difficulty of coordi- 
nating fund allocations between Paris, Brazzaville, and the Tchad 
region. 

Despite the natural disadvantages of the country coupled with the 
usual Prench trade and exchange controls, prospects for future private 
investment may be improved should pending operations of the Bethle- 
hem and United States Steel Corp. in the exploitation of manganese 
and iron ore deposits prove successful. 


E. THE GOLD COAST 


On March 6, 1957, the Gold Coast will acquire its independence 
from the United Kingdom. It is, therefore, a country in the final 
hases of a transition from colonialism to control over its own destiny. 
ince 1954 it has had an all-African government and almost complete 
control over its internal affairs. 
Many of the wei ghty problems which the new nation will face in the 
future are linked to the fact that the Gold Coast has been primarily 


a one-crop economy, most of its income being derived from cocoa. 
72888—57——42 








644 ECONOMIC AID IN AFRICA 


This necessarily has meant that needed programs of school and road 
construction, welfare work, water supplies, and other rural and urban 
facilities must be dependent upon the course of world cocoa prices. 
The depression in the cocoa market in 1955 compelled the Government 
to restrict its development program, and its financial situation will be 
subjected to further strains after March 6. Certain fixed o erating 
expenses of the Government such as the organization of a Foreign 
Service and assumption of defense costs formerly borne by the British 
Government will also increase the burden on the country’s budget. It 
seems highly likely, therefore, that the Gold Coast will require some 
degree of assistance from abroad during the period immediately fol- 
lowing independence, both for community development and for the 
expansion of important agricultural and mineral resources. This 
assistance could well take the form of long-term, low-interest loans. 

There have been four United States aid projects in the Gold Coast 
since 1948, amounting to a total cost of approximately $1.8 million in 
grants. No loans have been made, nor are any pending. 

Of the four projects, the most important is a direct Economic Co- 
operation Administration grant of $1.4 million in 1951 for work on the 
Achiasi-Kotoku rail link between Takoradi and Accra. This is an- 
other instance, commonly found on this survey, of insufficient publicity 
being given to the American contribution. The people generally were 
unaware of United States participation, as hardly any mention was 
made of it until the railway was open. 

A number of other programs have already been completed. 
In 1952, Economic Cooperation Administration funds provided 20 
graders and 12 tractors with spare parts for road construction and 
maintenance at a total cost of $385,000. An investment opportunity 
survey made in 1954 under a private contractor involved an expendi- 
ture of $18,790 in addition to $9,240 in counterpart distribution. The 
remaining grant for $3,850 (balanced by a comparable sum in counter- 
part) financed a leader grant visit to the United States in 1955. Under 
the educational-exchange program, about 10 grantees are being sent to 
the United States annually. 

At the present time there are no United States aid programs in 
operation in the Gold Coast. Three have been approved but have not 
yet been initiated. One program provides for a Jand-planning and 
soil-conservation team of eight Americans in the northern territory, 
at a dollar cost of $306,449, which is more than matched by the counter- 

art contribution. Another is for the treatment of livestock blood 
iseases at an estimated cost of $57,000 in International Cooperation 
Administration funds, and $29,000 in counterpart. 

The third project is for a team of seven mechanical engineers from 
the United States to supervise field units under the rural-community 
development program of the Gold Coast Government. The total cost 
is estimated at something over $1 million, of which the United States 
share is to be $372,000. This third project is badly needed for its 
training value and promises to be a most productive form of technical 
cooperation. It contemplates the construction of small bridges and 
drains. Unfortunately, no American engineers have yet been sup- 
plied, although a year and a half has elapsed since the program was 
agreed to between the Colonial Office and the United States. The Gold 
Coast has set aside its contribution, but we are in the mortifying 
position of having fallen down on our agreement. Although recog- 
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nizing that the universities with whom this work would be contracted 
may be having difficulty in supplying candidates, nevertheless, a delay 
of this kind in implementing completed negotiations is clearly ex- 
cessive even allowing for the requisite security checks. 


F. NIGERIA 


The Federation of Nigeria is the largest of the British Dependent 
Territories with an area four times that of the United Kingdom and 
a racially homogeneous population of over 32 million. The country 
is in the process of sweeping constitutional revision, involving a trans- 
fer of political power from British to locally elected representatives. 
Under the latest constitution adopted in 1954, it acquired a federal- 
regional form of government. Increased self-government, to which 
all major political parties are committed in Nigeria, will probably 
emerge from the 1957 constitutional conference. Eventual inde- 
pendence is on its way; the only uncertainty is the date. 

As of 1956, some 10 United States aid projects had been approved, 
relating to livestock disease control, water conservation, manual train- 
ing, and irrigation practices. These projects contemplate a total 
United States commitment of approximately $700,000, of which $500,- 
000 will be expended in the development of land resources and agri- 
culture. Thus far our Nigerian aid pro has proved one of the 
least satisfactory in its implementation of all those which I examined 
in Africa. ee this is because there has been so much delay 
in getting it started. In fact, although considerable time has elapsed 
since it was approved, virtually no progress has been made. 

When Premier Awolowo visited the United States in March of 1956, 
the International Cooperation Administration agreed to furnish 10 
technicians for the purpose of surveying and advising on the western 
region’s educational and agricultural problems. Only two had ar- 
rived and completed their assignments by the time I reached Lagos. 
Although local officials are aware of the difficulties the International 
Cooperation Administration has encountered in recruiting suitable 
personnel, our failure to perform as promised has naturally created 
some doubt among these officials as to the ability of the United States 
to perform its commitments. As already noted, this situation in 
Nigeria is not unique. 

ne of the basic needs of Nigeria is education and training, not only 
in administrative but in professional fields. Our educational ex- 
change program has not reflected this need. To some extent the 
appeal of the program has been compromised by a tendency on the 
part of the British colonial officialdom to discriminate in favor of 
students educated in the United Kingdom. The permanent under 
secretaries in the Nigerian ministries commonly are British civil serv- 
ants. Their inclination to disparage American education has been so 
marked that the Minister of Labor was required to intervene on sev- 
eral occasions in order to obtain employment for qualified Nigerians 
educated in the United States. 

Nevertheless, I believe it is important that the program be ac- 
centuated and that appropriate planning be made to increase the 
facilities which will be needed when independence is acquired. 

The need for trained technical personnel is nowhere more acute 
than in connection with truck and automobil2 maintenance. Due to 
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the lack of maintenance facilities and competent mechanics, new 
trucks purchased for Nigeria in the United States or elsewhere, have 
a life expectancy of only about 6 months. This would seem to be an 
area of technical assistance in which the United States might make a 
real contribution. It should be explored by International Coopera- 
tion Administration officials with the view to providing for it in future 
programs. 
G. FRENCH WEST AFRICA 


By March of 1957, when the Gold Coast will be acquiring its inde- 
pendence, French West Africa will have attained a substantial meas- 
ureofautonomy. This is being achieved pursuant to the provisions of 
the so-called Loi Cadre of June 23, 1956, the reforms of which are 
already being attacked in the territories as obsolete. 

Agitation in favor of greater independence has undoubtedly been 
stimulated by the more advanced status which France has bestowed 
upon the Trust Territory of Togoland. There is, therefore, an at- 
mosphere of uncertainty concerning the precise direction which the 
political evolution of the seven territories of French West Africa will 
take. A contributing factor to the steadily expanding pressure to- 
ward nationalism is the influence of Cairo, through the Muslim reli- 
gion, and of Moscow, through the labor unions and schools. The force 
of Islam has been making itself felt particularly among the scores of 
black Africans who return each year as fanatic Mohammedans from 
El Azzhar University in Cairo. International communism, carefully 
avoiding the raiment of communism, has likewise been accelerating its 
propaganda program. It is my conviction that a premature extension 
of independence to these territories, which do not appear ready for 
self-government, may produce grave difficulties. 

It is estimated that the total of procurement authorizations allocated 
by France to its overseas possessions for American supplies and equi 
ment amounted to $300 million between 1948 and 1952. Of this the 
sum of $70 million was channeled to French West Africa along with 
an additional $3 million of direct aid from the United States. These 
funds have been used on economic development projects, for road- 
building, mining, and transport equipment and the like. 

Since fiscal year 1952, United States aid to French West Africa has 
been negligible. We have no technical assistance program in the 
territory, as the French Government has been unwilling to receive 
American technicians for that purpose. 

As in other dependent territories, stringent regulations concerning 
imports, the establishment of businesses, foreign exchange and li- 
censes, have combined with preferential tariffs and the policy of pro- 
moting French trade to reduce the attractiveness of investment to 
foreign capital. Of a total of $340 million in postwar private invest- 
ment some $23 million have been invested by foreign interests princi- 
pally in mining or petroleum distribution. 


6. Untrep Nations TecHnicat ASSISTANCE 


In several of the countries I visited, technical assistance programs 
under the aegis of the United Nations were in operation. Since 1950 
Libya has received such assistance from a number of U. N. agencies 
which have been providing over 80 technicians in the fields of health 


agriculture, and administration. The United Nations International 
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Children’s Emergency Fund (UNICEF) conducts a school-feeding 

program in cooperation with the Libyan Government. Liberia has 

been the beneficiary of a U. N. program involving 20 specialists, 

amounting to over $150,000 annually. Projects in irrigation, social 

ae and community development are being conducted in the Gold 
ast. 

The Food and Agriculture Organization, World Health Organiza- 
tion, United Nations International Children’s Emergency Fund, 
International Civil Aviation Organization, and United Nations Edu- 
cational, Scientific and Cultural Organization have been active in 
Ethiopia. However, the United States mission has operated in only 
three areas in which technical assistance is being furnished by these 
agencies: Public health, animal disease control, and community edu- 
cation. Generally, multilateral assistance is reputed to have certain 
advantages over bilateral aid; but in a number of respects the United 
States technical-assistance program in Ethiopia has tended to be more 
effective than that of the United Nations specialized agencies, doubt- 
less because the United States has resources which the United Nations 
agencies often lack to assist in completing a specific project. Because 
of this lack of funds for supplies and equipment in demonstration and 
training programs, the United Nations organizations have occasionally 
encroached on our technical assistance activities so as to benefit by 
the equipment provided. The multilateral agencies have also mani- 
fested an overreadiness to take an undue share of the credit for a 
project in which United States assistance has been the major con- 
tribution. 

Apart from minor problems of this kind, relations between the 
United States and United Nations groups have been fairly satis- 
factory, with a reasonable degree of coordination. 


7. Sovrer Aiw Errorts 


Until now economic aid activities tas distinguished from academic 
training and indoctrination) of the Soviet Union and its satellites in 
Africa have been very limited. A vague offer of financial assistance 
accompanied Soviet overtures to Liberia to establish a diplomatic mis- 
sion, which was rejected. Ethiopia and Libya have received equip- 
ment and vehicles as part of the Soviet bloc contribution to the United 
Nations expanded technical assistance program. A quasi-technical 
assistance function is performed by an excellently run hospital in 
Addis Ababa which is staffed and operated by Soviet doctors. It also 
serves as a convenient medium for propagandizing needy patients. 
Elsewhere in Africa there are no Communist economic aid programs 
of any kind in operation. There is no doubt, however, that we can 
anticipate démarches by the Soviet Union in the future toward those 
countries which have newly acquired independent status. The Soviet 
bloc has been manifesting increasing interest in economic relations 
with South Africa and other countries. 


8. Prosecr Pusticitry 


In some of the countries visited I found little or no indication to 
the people that the United States had anything to do with projects 
we are supporting. Thus, in Addis Ababa, a worthwhile crafts train- 
ing project is identified by a sign over the outer entrance merely as 
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“Her Imperial Majesty’s Handicraft School.” Nor was there any ex- 
ternal identification of the United States with the Agricultural Tech- 
nical School] at Jimma, Ethiopia, which was organized and is being 
operated under an International Cooperation Administration contract 
with Oklahoma A. and M. College. 

By contrast, a prefabricated war memorial sent by Tito to the 
Emperor, and erected in the center of a principal city square, is plainly 
marked as the gift of Yugoslavia and greatly admired by the local 
population. 

Again, near Tunis, a demonstration farm conducted by our mission 
is identified solely by a small sign with the words “Exploitation 
Pilote,” under which is found, in almost unnoticeable letters, the now 
meaningless symbol “FOA.” American Information Service libraries, 
earmarked to the public solely by the esoteric letters “USIS” inade- 
quately acquaint the public with the facilities made available. 

There seems to be an exaggerated reluctance on the part of officials 
administering our programs abroad to attribute any credit to the 
United States for projects to which the American taxpayer has been 
contributing. If this is pursuant to Washington mandate then some 
changes are clearly called for. Admittedly, we should not publish 
our support for underdeveloped areas on a scale to be offensive either 
to the host state or its people; but there is a happy medium which 
does not necessitate a designed concealment of the assistance Amer- 
icans are giving to help those less fortunate than ourselves. 


9. Moraes or THE ForeIGN SERVICE 


Throughout the course of this study mission I found the morale 
of the United States Foreign Service personnel generally to be very 
high. This is particularly gratifying inasmuch as many of the coun- 
tries visited qualify as hardship posts in the starkest sense of the 
phrase. 

Housing ranks high on any priority list of factors contributing to 
morale. At some posts, staff housing was so far below the most ele- 
mental requirements as to impair work efficiency. To give but one 
example, staff members of the United States operations mission in 
Monrovia have been forced to utilize a dilapidated set of accommoda- 
tions provided by a former Navy installation. Not only are satisfac- 
tory residences virtually unavailable in the Monrovian real-estate 
market, but rentals exceed the prescribed quarters allowance by as 
much as 100 percent. 

The Department of State’s Office of Foreign Buildings has recently 
taken commendable steps to overcome housing deficiencies at African 
posts by lease and purchase; and it is to be hoped that corresponding 
improvements can be made in Monrovia, Leopoldville, and other needy 
areas. 

Another subject of concern is that of recreation. I believe that the 
Department of State has given insufficient attention to providing ade- 
quate recreational facilities for American representatives of our 
African missions. It is not a question of pampering the Service when 
elementary means of relaxation are lacking; when such diversions as 
motion picture theaters, radio programs, and athletic facilities are 
nonexistent ; when there is not even a daily newspaper and when the 
ordinary conduct of a household is accompanied by obstacles and 
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frustrations sufficient to make the average American housewife 
despair. 

Steps should also be taken to increase the amount. available to 
Foreign Service officers as representation allowances, particularly for 
lower echelon personnel. In almost all countries, the sums provided 
for entertainment necessitated by official duties is so restricted as to 
require substantial outlays by these employees from their own savings. 
There is no reason why procedures for appropriate reimbursement 
should not be provided, at least within a reasonable maximum and 
under necessary accounting safeguards, in accordance with customary 
business practices, 

I am glad to report that, in general, I found our Foreign Service 
personnel to be of high caliber and to give evidence of a deep under- 
standing of the problems facing the countries to which they are 
accredited in Africa. As in other countries I have visited, I came 
away with a feeling of pride in the vital service which these men and 
women are performing for America, often at considerable inconveni- 
ence and the risk of serious health hazards. 


10. Osstacies To EFFectiveE ProGRAMING 


I have already had occasion to call attention to some of the obstacles 
which hamper effective implementation of our programs in Africa. 
The difficulty of recruiting competent personnel to undertake pray 
agreed upon by the two governments, is a serious handicap. This 
was found to be the case in respect to certain projects in Nigeria, the 
Gold Coast, and on one instance, in Liberia, where personnel require- 
ments could not be filled. 

There are two primary explanations for this shortcoming. First 
is the sasivuibebsies of trained technical personnel in the United 
States. Second, and doubtless an equally deterrent influence, is the 
nature of the living conditions found in the project area, from a health 
and a comfort standpoint. 

In a real sense, where serious personnel deficiencies develop, it at- 
tests to improper planning. It would seem preferable not to under- 
take to do a job, if we cannot furnish the manpower to perform it. 
The result can only be to foster resentment and diminish the prestige 
of the United States. 

Where a project is regarded as vital, yet no American personnel 
can be pine the alternatives are either to forego the project pos- 
sibly in favor of United Nations activity, or to give consideration to 
a relaxation of present requirements so as to permit contract. hiring 
of reliable foreign personnel, a solution which is not free from draw- 
backs. An increase in the salary levels might provide the inducement 
needed to fill the required quota of technicians, 

More fundamental is the congenital short-term defect by which our 
technical assistance programs have been straitjacketed. Many pro- 
jects require extended periods of time to complete RPOPEEY To be 
compelled to set, pregEan sights at the next fiscal year inevitably means 


unsatisfactory planning and waste. It may also discourage otherwise 
qualified personnel who are understandably unwilling to incur the 
inconvenience of transferring their homes to a foreign country for 
an uncertain stay. 
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The remedy, it seems to me, is congressional appropriations over 
longer periods of time, or at least, a declaration of policy calling for 
annual appropriations during such period. 


11. ConcLustIons 


On the whole, as I have already had occasion to mention in this 
report, our African program is proceeding satisfactorily within the 
limitations which have been set for it. Perhaps not as much has been 
accomplished as might have been hoped for during the limited time 
it has been operating, but we are making progress; and the countries 
we have sought to help are not only grateful but can draw assurance 
from the knowledge that American assistance comes with no political 
strings attached. 

It is, of course, fitting that the United States should support the 
aspirations of dependent peoples who desire to achieve a national 
existence of their own. But these laudable and idealistic sentiments 
should not blind us to the risks inherent in encouraging less advanced 
peoples to break prematurely with the metropolitan countries. It isa 
disservice to any people to turn it loose in the community of nations 
before it is ready to assume the responsibilities not only of govern- 
ment administration but of sustaining a satisfactory economic exist- 
ence. The economic difficulties which have troubled Libya point this 
up most clearly of all the countries in Africa I visted. To pay excessive 
homage to the concept of self-determination may bring in its wake a 
country’s future bondage and the delivery of an entire people to some 
alien domination. 

If, therefore, we support a country’s yearnings for national auton- 
omy it seems clear that we must also be prepared, in its interest as 
well as our own, to extend to it in an appropriate degree the kind of 
assistance which it requires to preserve that independence. 

Yet we should not be disturbed if the peoples of Africa, and par- 
ticularly the black races, tend to view with some reservation our 
desires to helpthem. During my visit to the Gold Coast, I was bluntly 
asked by a newspaperman how the United States could truly be con- 
cerned with the welfare of his people in view of the segregation prob- 
lem in the United States. Skepticism of our motives cannot be dis- 
pelled by any professed altruism on our part. It will only disappear 
when these people understand that their national aspirations and 
those of the United States coincide; and that it is to our advantage 
that the people of underdeveloped territories remain free. 

Africa stands on the threshhold of a burgeoning social and political 
upheaval. As country upon country enters the international scene 
newly independent, two doors invite them. One assures a continu- 
ation of their independence. The other may set them on a course 
leading inexorably to an alien yoke which is not the less tyrannous 
because its imperialism is concealed. 

What the United States does may well determine which door these 
nations will open. Thestakes are high. The cost of American devel- 
opment and technical assistance is relatively so modest that to with- 
hold it would be tantamount to a dereliction of national duty. 
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APPENDIX A 
Itinerary: September-October 1956 





Leave— Arrive— Leave— Arrive— 
Sept. 4| New York... Sept. 29 | Capetown.--..- Johannesburg. 
Ml; O Tuecascsnavetiean Paris, France. Sept. 30 | Johannesburg_| Leopoldville. 
Gent. 71 Par@.........- Tunis. Oct. 31] Leopoldville__| Accra, Gold Coast. 
Sept. 10 | Tumis__....-.- Tripoli, Libya. Oct. 6 | Accra........- Lagos, Nigeria. 
Sept. 14| Tripoli_......-. Khartoum, Sudan. Oct. 9 | Lagos......... Monrovia, Liberia. 
Sept. 17 | Khartoum__..| Addis Ababa, Ethiopia. || Oct. 11 | Monrovia_..--. Dakar, French West 
Sept. 22 | Addis Ababa..| Nairobi, Kenya. Africa. 
Sept. 24 | Nairobi__..-.. Salisbury, Rhodesia. Oct. 13 | Dakar-......... Rabat, Morocco. 
Sept. 25 | Salisbury....- Johannesburg, South |} Oct. 15 | Rabat__......-. Paris, France. 

Africa. Oct. F7 | Paes... nn<ss- 

Sept. 27 | Johannesburg.| Pretoria, South Africa. Gs GW Eietccscnssacwuse New York. 
Sept. 28 | Pretoria....... Capetown, South Africa. 


Norte.—All travel was by commercial airlines except between Tripoli and Khartoum, where commercial 
air service was not available, and between Dakar and Paris where such service was impracticable for the 
scheduled itinerary. 


APPENDIX B 


Expenses of Senator Theodore Francis Green, member, and Alwyn V. Freeman, 
staff member, Senate Foreign Relations Committee, September 4 to October 
18, 1956 

DOLLAR EXPENSES 


Vie DORIA. 2ncccensincnccnginbdionnanainininncnaemadamgatileiti $2. 00 
Mans, booked ail ClO DADOUR cach stldneeidenbitim ningnnntstnniiaingeiminaniain 5. 00 
OOD DG inndcctenintcnkcccumithtnlesntnnniiineiieebamplndidiaa 23. 20 
JORIS GRATE GE OIE FO nce cece isc cect inns dinisniectetaiiinstinsiiiaiiatagti 38. 44 
Pombeae, COROIAID, BIN TO ai inciscncicitscinsiesteintehnininsacstaibianaitiien 2. 84 
Bank fee for travelers checks 1engeé....... 2. nn nn rcedasicccccnccccanne 28. 00 
Per diem in lieu of subsistence, not covered by counterpart funds: 
Sept. 3-4: En route (2 days at $12 each) ......................... 48. 00 
Sent. D6: Tia TOUS (FT ae Or Pa Sas eis et bieeennn 24. 00 
Bak. BGs Mis TOMES CE ae OE Bie i cients ecccttsircicierncictincmion 24. 00 
Gent. Zac Bm TOUnS CE GRP Oe Sie GE ee eit cittticensnsne 24. 00 
Sept. 26-29: South Africa (4 days at $12 each) ---_--__-----_ 96. 00 
Sent. 30: Be route (2 dey wt Bid CRG cicetiiccccscnesen 24. 00 
Oct. 1-3: Belgian Congo (3 days at $12 each) ~--._-__--__--_-._ 72. 00 
Oct. 46: Gold Coast (3 days at $12 each) --.---_----_----_--..- 72. 00 
Oct. 7-8: Ninowte: (2 Gare Ob Gib Gy eek nin ct cctcitiinsecenicn 48. 00 
Oot. Os Fak TOGO CE a ae Sie i weir ice 24. 00 
Oct. 10-11: Liberia (2 days at $18 each) ...................... 72. 00 
Oct. 12-13: French West Africa (2 days at $14 each) ---------- 56. 00 
en el ee re ee eee ee 24. 00 
Oct. 18: Bim route (i Gay GE Gre CU) aa noon ercicin 24. 00 
SI sini catia iain tl Ss to i ee ala aah tae 731. 48 
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Eapenses of Senator Theodore Francis Green, member, and Alwyn V. Freeman, 
staff member, Senate Foreign Relations Committee, Sepicmber 4 to October 
18, 1956—Continued 

COUNTERPART EXPENSES 


meee, BO (ieench francs, PEGs, SORGs) seca... nnn $100. 67 
Sept. 7-0 (French francs, “Tumis, 27460)<c 2 acc. .--....-...-..- 77. 62 
Sept. 10-12 (Libyan pounds, Tripoli, 40.90) _..-._.--_-__-_-____-_--~_- 114, 52 
Sept. 15-16 (Egyptian pounds, Khartoum, 72.36) -----_--_---__-_--__.- * 202. 62 
Sept. 17-21 (Ethiopian dollars, Addis Ababa, 260)------------_-__-__ * 104. 83 
Sept. 22-23 (East African shillings, 292) u..-..2..-...-.......--..--_... 44. 88 
Oct; 14 ¢Morocean france, Rabat, 10,100)... 2... ks 54. 57 
Oct. 15-16 (French francs, Paris, 37,205) -.._-..-.---...-.-..----~--~- 106. 30 

ee cre Sia, sl aie cana sreennagitidsaoiacsenncheiorenpibvmato 806. 01 


1 Includes cost of chartered air transportation ($199.82) for study mission and embassy 
staff from Khartoum to Wad Medani, the headquarters of the Gezira canalization scheme. 

2 Includes cost of air transportation for mission and embassy staff from Addis Ababa 
to Jimma Agricultural Technical School. 


Nots.—Commercial airline tickets, Washington to Washington, were paid for in counter- 
part Italian lira by the Department of State. 
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LETTER OF TRANSMITTAL 





Marcu 1, 1957. 


Dear Mr. CHAIRMAN: 

As members of the special Subcommittee on the Technical Assist- 
ance Programs we visited South America during the month of Decem- 
ber 1956 in connection with the inquiry of the special Subcommittee 
on Technical Assistance Programs. Although we traveled separately, 
the accompanying report reflects our combined observations and con- 
clusions. It covers United States technical cooperation programs in 
certain of the Andes countries, notably Peru, Ecuador, and Bolivia. 

These countries afford an unusual opportunity to study the pro- 
grams. In the first place, the need for technical cooperation is con- 
siderable and obvious. Further, the present programs are sufficiently 
limited in extent to permit a grasp of their fundamentals during a short 
visit. Finally, these programs have been in operation for a compara- 
tively long period of time (in some cases for 15 years) so that extensive 
experience with their functioning has accumulated. 

As this report discloses, we found that the technical cooperation 
programs are operating effectively in the Andes countries. They are 
making a significant contribution to the welfare of the people of Peru, 
Bolivia, and Ecuador. They are also advancing the economic and 
other interests of the United States. They are, in short, mutually 
advantageous programs pursued at relatively small cost to this coun- 
try, as compared with other types of overseas activities. 

We should like to take this opportunity to thank the Ambassadors 
of the United States in the three countries, Gerald A. Drew (Bolivia), 
Theodore C. Achilles and counselor of Embassy, Clare H. Timberlake 
(Peru), and Christian M. Ravndal (Ecuador) and their capable staffs, 
the directors and staffs of the United States Operations Mission and 
the Department of Defense for their cooperation in making arrange- 
ments and otherwise assisting us in carrying out this mission. We 
especially want to commend Mr. Francis R. Valeo, consultant to the 
committee, for his outstanding work and his much appreciated assist- 
ance and counsel in connection with the survey. 

Sincerely, 
Mike MANnsrFIELD. 
Bourke B. HickENLoopsEr. 
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TECHNICAL COOPERATION IN THE ANDES 
COUNTRIES OF SOUTH AMERICA 


I, INTRODUCTORY 


Nature of technical cooperation 

The function of technical cooperation is to transmit abroad scien- 
tific knowledge and skills which may be useful to other peoples in 
developing their societies along modern lines. This function is set 
forth in the legislation providing for the program. 

Perhaps it is easiest to make clear what technical cooperation is or 
should be, by pointing out what it is not. As defined by Congress, 
the program does not involve in any substantial degree the transfer 
of cash, commodities, or equipment to other nations. It has no 
direct connection with the building of military strength abroad. It 
does not include large-scale loans or grants for the economic develop- 
ment of other nations. 


Objectives of technical cooperation 


The technical cooperation program of the United States Govern- 
ment has humanitarian aspects which are not unlike the overseas 
activities of some religious organizations and private institutions. 
It can act to improve general living conditions elsewhere by demon- 
strating modern methods in health, education, and other fields and 
by providing education and guidance in their application. 

The program also has objectives of national interest. Through 
technical cooperation scientific information in many fields can be 
obtained abroad which is of direct benefit to research and develop- 
ment in this country. Further, by stimulating progress elsewhere, 
technical cooperation opens up new opportunities for commerce and 
investment from which the citizens of the United States as well as 
other countries may profit. Finally, it should be noted that the pro- 
gram, properly administered, can undergird all our relations with 
others with an element of friendly personal contact of durable value to 
this country. 


Effectiveness of technical cooperation in the Andes countries 


The technical cooperation programs in Peru, Bolivia, and Ecuador 
in general are undertakings of the kind described above. These pro- 
grams are yielding constructive results in terms of benefits to the 
peoples of the Andes countries and in terms of returns to the United 

tates. 

In a survey such as we made, the contributions of technical coop- 
eration to the localities directly affected are readily apparent. Specific 
projects can be seen which act to improve health and sanitation 
standards, to reduce illiteracy and to increase production. There is 
no question, for example, that certain jungle areas of Peru once 
virtually uninhabitable are now being opened up to productive use 
because of the pioneering achievements of the United States and 
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Peruvian technicians working together to eliminate malaria and other 
diseases. There is no question that program-trained Latin Americans 
are playing a significant part in extending modern agricultural services 
in all of the Andes countries. There is no question that illiteracy is 
being reduced in these countries and that technical cooperation is an 
important factor in this progress. 

Examples of this type could be multiplied and it would be easy to 
reach the superficial conclusion that technical cooperation is a kind of 
miracle drug for the accumulated social and economic ills of centuries. 
It is, of course, nothing of the kind. Modern progress in the Andes 
countries, as elsewhere, stems from a complex of causes. It proceeds 
at different rates, determined largely by the nature of each country’s 
physical and human resources, by historic lags, and by existing polit- 
ical, economic, and social circumstances. Most of all, it derives from 
the degree of determination of the peoples directly involved to develop 
their country and the effectiveness of their indigenous leadership for 
that purpose. 

There is no question that Peru, Ecuador, and Bolivia are all in the 
midst of significant change at the present time. In varying degrees 
they have registered a remarkable advance during the past few years. 
The technical cooperation program has been a factor in the advance 
and this contribution should not be overlooked. By the same token, 
however, it should not be overestimated. 


Returns to the United States 


What of the returns to the United States from technical cooperation 
in the Andes countries? It is possible to note specific advantages 
which derive directly from the program. When United States agri- 
cultural scientists, for example, obtain important data from their 
Peruvian colleagues on wheat and corn genetics as they have, it is 
clearly a gain for our agricultural experimentation. When a muni- 
cipal government installs a new system of water meters on advice of 
our program specialists and the meters are purchased from United 
States firms that, too, would be a clear and direct return. When 
production of minerals and other commodities in short supply in this 
country is increased in the Andes region as a result of the program, 
the benefit to our economy is readily apparent. 

Less obvious, however, is the impact of technical cooperation on 
our total commerce with the Andes countrics. Their trade with the 
rest of the world has undergone a great expansion since the end of 
World War II and the share of the United States in that trade has 
increased sharply since the prewar years. In the case of Peru, for 
example, we supply today 55 percent of that country’s imports 
whereas prior to the war the figure was in the neighborhood of 30 
percent. Part of the increase is explicable in terms of new channels 
of trade developed in consequence of World War II and to other 
causes. Nevertheless, there appears to be little doubt that the 
technical cooperation program has played a part in laying the ground- 
work for an expansion of these commercial relations. 

Even less tangible are sentiments of friendship which are generated 
by the technical cooperation programs and which have a salutary 
effect on all our relations with the Andes countries. Goodwill, of 
course, cannot be bought by the simple and costly expedient of 
increasing foreign aid expenditures. On the other hand, it would be 
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wrong to assume that aid provided by the United States in establishing 
a public health center in an Eduadoran city or in eliminating malaria 
in the Bolivian lowlands produces animosity toward this country. 
On the contrary, if such undertakings are pursued with professional 
dedication and without undue fanfare there is every reason to believe 
that they do result in friendly feelings toward the United States, 

In this connection, we wish to stress again the danger of miscalculat- 
ing the role of technical cooperation. We repeat that it is not a pan- 
acea. The general tone of our relations with other countries—the 
Andes countries are no exception—-comes from the sum of all our con- 
tacts with them. Goodwill which might be generated by technical 
cooperation can be offset by other aid activities which are ill adapted 
to the needs of the local situation. It can be undermined by unpop- 
ular diplomatic actions, by ineffective official personnel, by adverse 
reactions originating in any of the hundreds of contacts which go to 
make up the relations, both official and unofficial, between nations. 

The technical cooperation program, in short, does not operate in a 
vacuum. We emphasize its limits for purposes of perspective in this 
report. Within these limits, it can make and we believe it is making 
an outstanding contribution to our relations with the Andes countries. 
It is likely to continue to do so for some years to come, provided it 
remains within the scope established by Congress and provided its 
administration is continually and effectively adjusted to changing 
circumstances. 


Il, SETTING FOR THE TECHNICAL COOPERATION PROGRAMS 


In the Andes countries, the technical cooperation programs operate 
in one of the least known regions of Latin America. The three 
nations coyered in this report—Ecuador, Bolivia, and Peru—extend 
southward from the Equator in western South America. Together 
they cover over a million square miles of territory, almost the equiv- 
alent of the area of westetn Europe. Their combined population is 
scarcely 16 million while that of western Europe is above 250 million. 


Geographic and social factors 


The Andes dominate all three countries. Ranging generally from 
north to south, these mountains, which reach heights approaching 
25,000 feet, exert powerful influence on the prospects for progress in 
the region. They act to divide the social structure of each country 
into isolated segments, and tend to make integrated development 
exceedingly difficult. 

A short plane flight within the boundaries of Peru, Bolivia, or 
Ecuador will span a wide range of climatic possibilities from the 
tropical to the frigid. The same flight will span three distinct timelags 
in social and economic development, all within the boundaries of.a 
single country. In Peru, for example, the capital, Lima, is scarcely 
a decade behind the cities of the United States in the comforts and 
services which we regard as the hallmarks of modern progress. In 
the villages of the Andes highlands, however, the timelag is in 
terms of centuries and among the tribal Indians of the Amazon 
regions, millenniums. 

A similar pattern is found in all three countries. Each country 
possesses a vast and virtually unknown jungle to the east. These 
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regions are sparsely inhabited, largely by primitive tribal peoples. 
Their culture is stone age, with hunting, fishing, and the most rudi- 
mentary agriculture the primary occupations. The principal, and 
for the most part the only form of transportation, is by river on the 
upper tributaries of the Amazon. 

While some exploitation of the immense forest resources of the 
jungle areas has taken place under the aegis of capital and labor 
from elsewhere, it has scarcely affected the way of life of the indigenous 
inhabitants. Technical cooperation in the jungle regions of the 
Andes countries, in short, means literally beginning at the very 
eee: 

he great bulk of the population, however, lives not in the jungles 
but in the upland valleys and plains at altitudes of roughly 5,000 to 
15,000 feet. While the few large cities, including the capitals, 
Quito, Ecuador (9,350), and La Paz, Bolivia (11,909), have substan- 
tial European derived populations, the inhabitants of the highlands 
are almost all Indian or mixed Indian. They are descendants of the 
Incas and other Indians, whose cultures were well developed before 
the coming of the Spaniards in the 16th century. Their principal 
eae es are unrelated to Spanish. 

he highlanders live in isolated mountain communities, largely by 
subsistence agriculture and pasturing. They are also engaged in crafts 
of various kinds, and they supply labor for the tin and other extractive 
industries. 

As noted, the Indians and mixed Indian inhabitants of the highlands 
constitute the vast majority in the three countries. It is to them that 
the principal efforts of the technical cooperation programs are directed. 
Most of them still live under standards of health, diet, and education, 
and use productive technologies which are centuries behind those of 
the modern world. 

By contrast, the principal cities of the three countries, and especially 
those of Peru and Ecuador, are not unlike those of Europe. As already 
noted, Lima is an example. It is a modern city in every sense of the 
word, with problems of “development” comparable to those of urban 
areas elsewhere in the world, including the United States. They 
involve such familiar matters as traffic congestion, slum blight, and 
inadequate water supply. These are problems, we might note, in 
which our need for “technical assistance’’ is probably at least as great 
as our capacity to extend it. 

Until recently, the principal cities have been isolated from the 
rest of the region. The isolation has been partly geographic, but even 
more important it has been a cultural isolation. To a large extent, 
the cities still remain islands of Spanish-derived cultures with a 
European-North American outlook in the midst of a little known and, 
heretofore, little regarded sea of Indian life. 


Political setting 

Since the expulsion of Spanish authority in the early 19th century, 
Bolivia, Peru, and Ecuador have had constitutional governments 
modeled after that of the United States. Despite the forms of 
democracy, however, the vast majority of the people have had little 
voice in the affairs of government until recent times. They have been 
saddled with a succession of military dictatorships alternating with 
revolutionary governments. In this constant shuffling of political 
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power, their needs and interests were largely ignored or suppressed. 

There are now signs that the vicious cycle may be coming to an end. 
All these nations appear to be in the midst of a significant political 
transition. The impetus for the change stems primarily from the 
extension of nationalism outward from the cities where it has long 
prevailed to the Indian-inhabited highlands—in short, from the few 
tothe many. At the same time, there is a spreading awareness among 
the inhabitants of the latter areas of the potentialities of modern 
material progress and a growing restlessness with their present 
poverty-stricken existence. 

On the whole, these are promising developments. As in all major 
transitions, however, the dangers of extremism are not lacking. Both 
totalitarian communism and an indigenous racialism are latent factors 
in the situation. In combination, they could act to touch off a fire of 
violence in the Andean highlands which would not stop at national 
boundaries. A development of this kind is not likely, however, if the 
free institutions which now exist are broadened and strengthened to 
the point where they will be adequate for dealing with the social and 
economic problems of the vast majority of the people of the three 
countries. 

In this connection, it is not without significance that the Govern- 
ments of Peru, Ecuador, and Bolivia all changed hands during 1956, 
not in the usual pattern of dictatorship-revolution, but in consequence 
of orderly elections. These elections may well reflect not only a grow- 
ing stability in their political affairs, but also an increased responsive- 
ness on the part of political leaders to national needs rather than the 
interests of powerful pressure groups. 

If that is the case, it opens up possibilities for more rapid progress 
and for a more effective utilization of technical cooperation. As 
already noted, these programs do not operate in isolation. It is not 
enough that the United States be willing to help in development. Nor 
is it enough that peoples are determined on development in the 
modern sense. ‘There must also be indigenous leadership which desires 
to translate the help and the determination mto constructive action. 
There are reasons to believe that in the Andes countries the necessary 
leadership is coming into being. 


Natural resources for development 


Once such a leadership is firmly established, the natural potential- 
ities of the Andes countries for development are very great. Mention 
has already been made of the jungle regions with their important forest 
resources which have scarcely been touched. 

Valuable mineral resources are also present. These resources have 
been of great significance ever since the early Spanish quest for gold 
and silver. They are destined to become even more so in the present 
era. That is because the Andes countries contain not only gold and 
silver but tin, copper, petroleum, coal, iron, possibly uranium, and in- 
numerable other scarce minerals essential to modern industry. Con- 
siderable local and foreign capital is already invested in the develop- 
ment of these resources. While much of the latter comes from the 
United States, certain of the European countries and Japan have also 
evinced an interest, particularly in petroleum and iron ores. 


72888—57——48 
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Agricultural resources 


As already noted, the bulk of the inhabitants in the Andes countries 
live by subsistence farming. There is also, however, an important 
segment of agriculture given over to a plantation type production of 
such crops as coffee, sugar, bananas, and cacao for the world markets. 

All three countries have extensive cultivable land which is either 
not in production or not yielding anywhere near full potentialities. 
Agricultural specialists believe, for example, that a large part of the 
farmland of Peru is capable of producing 3 to 5 times its present 
output and a comparable situation probably exists in the other 
countries. It is an ironic fact that the Andes countries which are 
predominantly agricultural are deficient in foodstuffs to the extent 
of near famine in parts of Peru and Bolivia. This situation is partly 
explicable in terms of prolonged drought and inadequate transporta- 
tion. In its deeper implications, however, it is a reflection of an 
ineffective organization and use of available resources which has 
persisted for a long time. 


Foreign trade 

The three countries have a substantial foreign trade. Ecuadorian 
exports and imports, for example, each total about $100 million 
annually. This trade depends heavily on the export of a very small 
number of primary products. In Ecuador the key commodities are 
bananas and cacao. In Bolivia, the sale of tin and other minerals 
makes up 95 percent of the foreign exchange income. 

This high degree of specialization has its economic advantages but 
it is not without drawbacks. It accounts in part for the neglect of 
rural agricultural areas with the consequent growth of cultural dis- 
unity between the cities and the other parts of the country. Except 
for the relative few who are directly or indirectly associated with the 
export trade, specialization has failed to produce tolerable levels of 
living for the peoples of these nations. 

On any scale of economic development the Andes countries would 
fall far below Western Europe, and not much above the Far East. 
In Peru, for example, the average per capita income is probably about 
$100 per year. And for the great majority of the inhabitants it is 
much lower. 

In pointing out these matters we are not suggesting that specializa- 
tion for export is undesirable. On the contrary the production of 
commodities readily marketable abroad should be intensified since it 
provides vitally needed foreign exchange. We are suggesting, how- 
ever, that it needs to be supplemented by the development of other 
sources of productivity in all three countries. 


The role of technical cooperation in development 

The basic problem of development for each of the Andes countries 
is to convert a far greater proportion of potential wealth into more 
fruitful levels of living for their citizens. This report is not the place 
to catalog the specific actions which are essential to bring about 
further progress in this conversion. They are largely actions which 
only the citizens and governments of the countries themselves can 
take. Insofar as they involve areas in which technical cooperation 
can be of help, however, they have to do with the modernization of 
agriculture and fisheries, the extension of basic techniques of public 
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health and sanitation, the elimination of illiteracy, the improvement of 
public administration, the reform of labor practices, the expansion of 
transportation and the development of appropriate industrial enter- 

rises. Primary responsibility for action in these and similar matters 
fies with the Andes people and governments. For what is involved 
constitutes the basic work of free and independent nations in the 
modern world. 

An attempt to assume these responsibilities by the United States 
would serve not only to, bring eventually upon ourselves the antag- 
onism of aroused nationalism but it would also be highly presump- 
tuous. In the cities of the Andes region, there are technicians who 
compare favorably with our own or counterparts anywhere in the 
world. As a matter of fact in some of these cities there are outstand- 
ing training institutes in health and sanitation and other fields which 
attract students from other parts of Latin America. 

The work of development which needs to be done in the Andes 
countries, however, is enormous and there is no question that tech- 
nical cooperation can act to supplement indigenous efforts. In this 
connection technical cooperation serves most effectively when it is a 
response to clear and specific local requests to provide training and 
education, and to fill temporary gaps in scientific knowledge. It 
serves least effectively when it presumes to substitute our initiative 
for local initiative. Within this context the technical cooperation 
programs in the Andes countries are on the whole well-tried and suc- 
cessful ventures. 


III, THE TECHNICAL COOPERATION PROGRAMS IN THE ANDES COUNTRIES 


Origins 

The technical cooperation programs in the Andes countries began 
during World War II. In the early stages of that conflict, the United 
States was cut off from Far Eastern sources of rubber, chinchona 
(quinine), tin, and other strategic commodities. The United States 
enlisted the cooperation of the Andes countries and other Latin 
American nations in an attempt to increase the supplies of these 
commodities. To that end this country sent out technicians in agri- 
culture, health, and education and trained Latin American specialists 
in these fields. 

The early cooperative programs were clearly in the common security 
interests of the entire Western Hemisphere. They also served in 
other ways the mutual interests of each of the countries involved. 
From our point of view they contributed to an increase in the supply 
of materials essential not only to the prosecution of the war but to 
prevent drastic cutbacks in civilian consumption. The Latin Ameri- 
can countries profited both from the sale of commodities and from the 
training in modern scientific techniques. 


The servicios 

At the time that the point 4 concept was introduced by the Presi- 
dent in 1949 the technical cooperation programs were still operating 
in the Andes countries. They had evolved by then, moreover, into 
an effective organizational structure centered on the so-called servicios. 
These were governmental units, staffed by technicians supplied by the 
United States and by indigenous personnel, within the departments 
(i.e., Health, Education, or Agriculture) of the indigenous governments, 
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The servicios are still the key organizational element in the technical 
cooperation programs in the Andes countries, acting as a kind of 
spearhead for change. They are assigned responsibilities by the gov- 
ernmental departments in which they operate. These responsibilities 
involve the improvement of existing public services or the introduction 
of new services and frequently their management until such time as the 
department is prepared to incorporate them into its regular functions. 

~ recent years, servicios have functioned not only in the basic 
fields of health, agriculture, and education byt also in labor, transpor- 
tation and others. Their acceptability and effectiveness appear to lie 
in the fact that while they remain under the control of the country’s 
government they have sufficient independence coupled with the 
requisite skills to introduce innovations. Moreover, they provide 
not only a channel for the injection of modern techniques into local 
practices but also a channel out for United States technicians once 
these techniques have taken root. 


Cost of technical cooperation 

The technical cooperation programs over the years in the Andes 
countries has been relatively inexpensive as compared with other types 
of foréign aid. Since their inception in 1942, they have cost the United 
States approximately $30 million. Over the same period, the govern- 
ments of the Andes countries have provided in the neighborhood of 
$50 million for the joint operation of the servicios. 

During the current fiscal year (1957) the expenses of the technical 
cooperation programs are estimated as follows: 


[In millions] 





United Andes 
States country’s 
contribution | contribution 





EM ebh Gbewcaet cat ebbus soe Snbhctsmedsdddeckcdddasdblebes satdeaede $2.8 $8.5 
i Mate A bh nl acninie Ceeeved pieahenteaemash ene bascnereabint 3.2 1.8 
ah ose dachchapereendnmtotiveasininn wera met, 1.4 

asi i data neasnenmantinaenaasnoinmt , 11.7 


Contrasting with the outlay of $30 million over a 15-year period for 
technical cooperation in all three countries is the high cost of other aid. 
Although they have been in operation for less than 5 years, economic 
and military ‘aid programs of various kinds already have cost in the 
vicinity of $100 million. 

In Bolivia, a direct economic assistance program began scarcely 
3 years ago. Yet, it has already involved grants in excess of $70 
million in that country alone, more than twice the total cost of 
technical cooperation in all three Andes countries for 15 years. 

This direct economic aid program began in 1954 when a threat 
of starvation existed in parts of Bolivia as a result of dislocations 
accompanying a revolution. About $11 million was provided the 
first year. As has so frequently occurred under foreign aid, however, 
what began as an emergency measure has tended to become a perma- 
nent and growing program without clear indication of specific objec- 
tives or the time it will take to achieve them. Thus, in 1955, $19.7 
million in economic assistance was provided for Bolivia, in 1956, 
$20.4 million and in 1957, $22 million. 
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Undoubtedly there have been unusual circumstances in the Bolivian 
situation. Nevertheless, it is important to recognize that a dangerous 
trend is set in motion when what starts as an “emergency” tends to 
become permanent. Our assistance begins to underwrite on a quasi- 
continuing basis another nation’s economy. This state of affairs, if 
it persists, is, to say the least, of dubious value either to us or to that 
nation. It involves high costs to the United States. At the same 
time it is an invitation to inaction on the part of others in undertaking 
urgently needed measures of improvement. 

It is particularly disturbing in the case mentioned above since an 
undetermined but substantial amount of the food provided under 
the direct assistance program for the relief of near-famine in 
parts of Bolivia has been divatdell from this purpose. It has been 
carried across the borders into Peru by local operators in search of 
windfall profits. The responsibility for this state of affairs is as much 
ours as it is the Bolivian Government’s. Inadequate effort has been 
made to contro] the end-use of this aid. 

Military aid 

Apart from technical cooperation and economic assistance, the 
United States has extended military aid to Peru and Ecuador. Small 
in size as compared with military programs in other parts of the world, 
this assistance to the Andes countries is intended to promote coopera- 
tion in the common defense of the Western Hemisphere. That is an 
eminently desirable objective. We wish to note, however, that 
extreme care must be exercised in the extension of military aid to 
countries in which responsible government has scarcely begun to take 
root. An increase in the military potential in such countries may serve 
the desirable objective of defense against aggression. It may also be 
used for questionable ends such as the seizure or maintenance of arbi- 
trary power. 

Further, it should also be noted that there are boundary disputes 
and other elements of tension in the Andes region and the ratio of 
available military power among the countries there may well have a 
direct relationship to keeping the peace. 


Export-Import and International Bank loans 


The operations of the Export-Import Bank and the International 
Bank are not aid in the strict sense. They are mutually advantageous 
activities, essentially commercial in nature. The Export-Import 
Bank has authorized over $200 million to the three countries, almost 
half of which has actually been advanced. Loans totaling $50 million 
have been provided by the International Bank to Peru and Ecuador. 
None of these advances which carry good rates of return is in default 
on either principal or interest. 

The loans have been used largely for mining development, highway 
and transportation improvement; to purchase various types of ma- 
chinery for agriculture and industry, and for other useful purposes. 
The preponderance of the purchases were made in the United States. 

One of the projects made possible by loans of this type is the Santa 
Cruz-Cochabamba highway in Bolivia which was inspected during the 
course of this mission. This investment has not only provided better 
access to petroleum deposits but it has also had a highly beneficial 
effect on agriculture in an extensive region of that country. 
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In many instances, loans by the Export-Import and the Inter- 
national Bank are a logical outgrowth of technical cooperation. They 
act to carry economic development a step further in the Andes coun- 
tries from the base established by the programs. 


Other programs in the Andes countries 


The United States contributes to technical assistance programs of 
the United Nations, its specialized agencies and the Organization of 
the American States, all of which operate in the Andes countries. 
While smaller than the United States programs, the United Nations 
and the agencies conduct substantial technical assistance operations 
in the three countries. In 1955, over $700,000 was allocated for this 
purpose and about 70 United Nations specialists were maintained in 
the region. 

Mention should also be made of the existence of extensive programs 
conducted by United States religious groups and other private organi- 
zations. Finally, there is the work of private United States business 
organizations which carry on extensive training programs for local 
oe both in the Andes countries and in the United States. 

hese programs are a part of regular business operations but they 
serve to transmit knowledge of modern methods of industry and com- 
merce to the nations involved. 


Operation of a typical technical cooperation program—Peru 


In each of the Andes countries, technical cooperation operates in 
essentially the same pattern. There are variations growing out of 
local problems but, in general, the scope and administration of the 
programs are comparable. The details of the program in Peru are 
set forth here for purposes of illustration. 

Since 1942, most of the United States expenditures for techni- 
cal cooperation in Peru have gone for the salaries and expenses of 
United States technicians and other personnel. Over the years, the 
Peruvian Government has borne the preponderance of the cost of tech- 
nical cooperation activities. 

At the present time, the program in Peru revolves about five 
principal servicios and ‘several advisory services. In addition, the 
program includes contracted projects which are being carried out by 
the University of New Hampshire (for education in “che ‘mistry) and 
the University of North Carolina (for assistance in improving educa- 
tion in textile engineering and agricultural research methods). 

The servicios are active in the following fields: rural development; 
agriculture and natural resources; health, welfare, and housing; edu- 
cation; and labor. The advisory services are providing assistance to 
the Peruvian Government in census taking, archives management, 
mining and metallurgy, transportation, and in the survey and man- 
agement of mineral resources. 

In general, the tasks which have been assigned to the servicios are 
in the nature of pioneering projects in basic development. With 
respect to agriculture, they have involved the establishment and 
initial operation of an agricultural extension service, a fisheries and 
wildlife service, assistance in irrigation projects and in the advance- 
ment of rubber cultivation. 

In the field of health, the responsibilities of the servicios include 
the administration of medical posts in certain jungle regions, the 
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management of several hospitals, the development of an industrial 
hygiene program, and the provision of safe water supply. 

The educational servicio is concerned primarily with improving 
methods and facilities for teacher training and rural education. In 
the latter connection, it has developed a system of rural “nuclear 
school units’? in the Andes highlands. These act to modernize 
existing schools and to expand the rural educational system. 

The servicios in labor and rural development are relatively new. 
The former is assisting in the development of a national employment 
service. The latter has been helping in projects which involve inte- 
grated rehabilitation of small rural communities. 

The concept of integrated development is now being extended on a 
vast scale to embrace all of southern Peru. This sector of the country 
in the vicinity of Lake Titicaca contains 2% million inhabitants, about 
25 percent of the total population. They are among the most poverty- 
stricken people of Latin America. Recently, their living conditions 
have undergone a decline to the edge of famine due to a severe drought. 
For the moment, food allocations under Public Law 480 appear to 
have staved off a disaster. These shipments, however, are at best 
only a palliative. 

As a permanent solution, the Peruvian Government, with technical 
cooperation from the United States mission in Lima, hopes to launch 
a wide-scale attack on the problems of the southern region. In the 
immediate future the contemplated program involves concentration 
on public work projects for the relief of the drought-stricken inhab- 
itants, health programs, technical aid to agriculture and the expansion 
of educational facilities. At the same time a broad study of natural 
resources and the present economic use of the region will be made as 
a preliminary to investment in the most promising opportunities for 
development. 


The results 


If a technical cooperation program is effective it will introduce new 
methods which improve the living conditions of the populace affected. 
If it is effective, it will also provide for the eventual withdrawal of 
United States assistance without subsequent loss of the advances 
brought about by the new methods. In short, the other country must 
be able at some point to carry on useful innovations without further 
assistance from this country. 

The Department (Province) of Loreto was visited in an effort to 
determine how well this transition has taken place with respect to 
the health programs in Peru. This province embraces virtually the 
entire upper watershed of the Amazon from the eastern slopes of the 
Andes to the Brazilian border. It is inhabited largely by primitive 
Indian tribes. Prior to the beginning of technical cooperation, there 
were virtually no public health or medical facilities in the region. 

Joint health work undertaken by the United States and Peru 
started in the province in 1943 with the establishment of a dispensary 
and medical service in the village of Caballococha for gatherers of 
wild rubber. In the ensuing years, 15 separate projects were launched 
by the health servicio. On January 1, 1954, all programs in the De- 
partment of Loreto were transferred from the servicio to the Peruvian 
Ministry of Public Health and Social Assistance. The transfer 
terminated American technical cooperation in the area. Peru as- 
sumed the full cost and responsibility for continuance of the programs. 
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The programs which were taken over included the operation of 4 
hospitals, 4 medical dispensaries, a nurses’ home, a preventive med- 
ical center, 7 medical posts, 14 sanitary posts, a children’s dispensary, 
a maternal health center, 3 emergency medical launches on the 
Amazon, a leper colony, malaria and yellow fever control, and general 
development of all public health services. 

There is every reason to believe that these projects are continuing 
to operate effectively under the direction of the Peruvian Ministry of 
Public Health. Several of the projects in the Amazonian city of Iquitos 
were inspected during the course of the study. Despite limited 
resources, the Peruvian doctors, nurses and health workers—many 
of them educated in the United States under the technical cooperation 
program—were serving the people of the city in keeping with the 
finest traditions of their professions. 

On the wall of the reception room of one hospital was a bronze 
plaque which had been installed at the insistence of the Peruvians 
more than a decade ago. The plaque credits the establishment of the 
hospital to the joint efforts of the people of the United States and 
Peru. This unsolicited tribute reflects the potentials of the technical 
cooperation program for cementing friendly relations between nations 
when their citizens cooperate in the common cause of humanity. 


IV. CONCLUDING COMMENTS AND RECOMMENDATIONS 


As already noted, it is our belief that the technical cooperation 
programs are serving the interests of both the Andes countries and 
the United States. They are doing so at relatively small cost and with 
a high degree of effectiveness. 

On the whole, the level of operations appears to be well suited to 
the existing situation in Peru, Bolivia, and Ecuador. It is entirely 
possible that occasion may arise in which additional opportunities 
will present themselves for constructive work. If they do, then 
consideration should be given to strengthening these programs. 

At the same time, it is essential to maintain careful surveillance 
against any tendency toward expansion of economic and military aid 
activities in the Andes. Further, these activities must be kept entirely 
distinct from the technical cooperation program. While they may be 
necessary, at least for the present, every precaution should be taken 
to see that they do not inadvertently undo the slower but more 
certain progress which is being registered under the technical coop- 
eration programs. 

With respect to the latter programs, it is essential that administra- 
tion be constantly improved and kept attuned to the changing circum- 
stances in the region. In this connection, we recommend that the 
executive branch or the Congress, as the case may be, give considera- 
tion to the following matters: 


1. Improvement in coordination of the United States technical cooperation 
program and other aid programs 

As already noted, not only the United States programs but those of 

the United Nations and the Organization of the American States 

operate in the Andes countries. There is little evidence that coordina- 

tion among those various programs is other than perfunctory. The 

executive branch might well direct study to this question to determine 
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whether the present utilization of these various channels, all of which 
involve substantial United States expenditures, is the most effective. 

In particular, we recommend that consideration be given to the 
possibilities of expanding the role of the Organization of the American 
States in a technical cooperation program geared to the total needs of 
the Western Hemisphere. Peru and other countries have outstand- 
ing technicians and training facilities which could be of great utility 
in the development of other nations in the hemisphere. Some inter- 
change of this kind is already going on among the Latin American 
nations but the entire field of coordinated technical cooperation on 
a hemispheric basis warrants further exploration. 


2. Transfer of control of projects developed under the program 


United States technicians ought not to be withdrawn from specific 
technical cooperation projects before these projects have taken root. 
On the other hand, it is essential that the process of transfer to full 
local control be not too long delayed. Unless the transition comes 
as promptly as possible there is not only a waste of the scarce man- 
power and financial resources of the program, but an undermining 
of local initiative. We recommend that, wherever possible, target 
dates for transfer of specific projects to local control be established 
in consultation with the country involved. We also recommend 
that every effort be made to imbue United States personnel with 
the philosophy that their highest contribution to the program will 
lie in, as one outstanding administrator put it, “working themselves 
out of one job after another as quickly as possible by training local 
technicians to carry on the work.” If this philosophy is to prevail, 
the administering agency’s personnel policies must be such as to 
reward rather than penalize those who are most successful in following 
it. 

8. Interchange in the Andes countries 

Although the problems of technical cooperation are very similar, 
the staffs in each of the Andes countries have had little contact with 
one another. ‘That is most unfortunate since experience in one coun- 
try might be helpful in the others. We recommend, therefore, that 
the administering agency make provision for periodic conferences 
among the United States technicians working in the various Andes 
countries for the purpose of interchanges of ideas which might make 
the program throughout the region more efficient. 


4. Improvement in the exchange program 

A key element in effective technical cooperation is the training of 
local technicians in the United States and Puerto Rico. Numerous 
complaints were registered with us concerning the delays and inter- 
minable red tape involved in this exchange program. We strongly 
urge that the program be strengthened and that the executive branc 
examine present procedures for handling exchanges with a view to 
simplifying and speeding up the process. 
5. Increasing the “mutuality’’ of the program 

There is some tendency to overstress our part of the technical 
cooperation program. It should not be forgotten that these programs 


operate most successfully and with greater satisfaction to both parties 
when they operate on a mutual basis. We recommend, therefore, 
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that the administering agency explore possible avenues whereby the 
program may contribute more heavily to our own development. 
There is every reason to believe that the Andes countries would 
welcome opportunities to make contributions of this kind. As one 
outstanding political leader in the region put it: ‘‘It is a misnomer to 
call these programs technical assistance. They are more accurately 
described as technical cooperation.” What is needed is to give 
added substance to the word “cooperation.” 


6. Technical cooperation in public administration 
As already noted, the modern progress of any nation rests largely 
on the efforts of the people directly involved and the capacities of 
their leadership. In the Andes countries, there are many outstanding 
public servants but the traditions of an impartial professional civil 
service are little developed. Yet without such a service, it will be 
difficult to consolidate the improvements in public health, public 
education and the like which are produced by technical cooperation. 
We recommend, therefore, that the programs be expanded for the 
purposes of improving public administration, provided such expan- 
sion is sought by the Andes countries. The specialists who handle 
assignments in this field must be selected with extreme care because 
it involves an area of national sovereignity where the borderline be- 
tween friendly advice and interference is not a very distinct one. 
* * x * * x * 


The recommendations which we have advanced are prompted by 
our personal observations and the problems which were brought to 
our attention during the course of this recent study. We emphasize, 
however, that the situation is constantly changing. The question of 
technical cooperation in atomic energy matters, for example, is now 
coming into prominence. It is the responsibility of the executive 
branch both in Washington and the field, to be alert to such changes 
and to their implications for the programs. 

Technical cooperation in the Andes countries, measured by any 
yardstick, is a worthy undertaking. It warrants the encouragement 
of the Congress and the American people as long as it is effectively 
pursued in the mutual interests of the peoples of those countries and 
the United States. 


O 








